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To Our Shareowners

am pleased to rport that fiscal 2010 wjc an outstanding ytar

Rockwell Automation

The industnal recovery was more robust than we expected year ago

We grew at above market rates and dehvered strong operating results

Cost reductions made during the recession helped to improve our operating

leverage and enabled us to increase investment in new produt development

and commercial resources to suppoit growth through the next business cycle

Our strong cash flow allowed us to fund organic growin raise the dividend

on our common stock 21 percent resume share repurchases and make

significant discretionary pension contnbution

Here are the highhghts of our companys key financial achievements in fiscal 2010

Revenues were $49 bilhon up 12 percent from $43 billion in fiscal 2009

Diluted earnings per share from continuing operations nearly doubled

to $105

Segment operating earnings were $717 million up 67 percent

Free cash flow from continuing operations was $411 million after

discretionary pre tax contribution of $150 million to the companys

US pension trust

Return on invested capital grew to almost 23 percent on an after tax basis

Our growth and perform ince this year clearly demonstrate the strenqth and

flexibility of our companys long term trateqy and illustrate our ability to

capitalize on rapid changes that are unfolding in the global manufacturing sector

Innovation provides the foundation for this strategy reflected in the technology

leadership of our differentiated products and the domain expertise of our

people As the worlds larqest pure play industrial automation company

we combine our extensive poitfolio of products with more than 19000 people

along with our global Patnei Network to Lbten Think and Sohie

customers business challenges every day

Let me tell you more about how our deep understanding of manufacturing

trends and industry drivers enables us to deliver superior value to our

customers and superior returns to our investors



Demand for Automation Growing

Rockwefl Automation is premicr provider of in iovativc solutions to meet th giowing global demand for

advanced manufacturing technology We are helping customers in both eme ging and mature markets use

automation to gain siqnfficant competitive advantagr in productivity agility and sustainability And were 3king

leadership role in developing and delivering smart safe and ustainable manufacturing

The demand for industrial automation historically has grown faster than regions gro domestic produt

growth rate In 2010 our global growth rates exceeded growth in most undcrlyng eec nomies and markets

In the developed ri arkets demand is based on improving product vity agility s3fety and sust iinability

In emerging m3rkts where there is capacity expansion the growth rates arc even more impressive driven by

plants and infrastructure investn3ents

Previously competitive primarily because of lowcost labor manufacturers in emerging economies are

also increasingly investing in automation to capture the same advantages as manufacturers in developed

economies for example we grew over 30 percent in China last year versus the nations CDP growth rate of

about 11 percent



Smart Safe and Sustainable Manufacturing

The traditional benefits of manufacturing automation are only the bcginning of our story The emergence of

smart safe and sustainable rnanufactunny is dnving profound changes in how manufacturing occurs worldwide

and industrial automation is essential to this transformation

Two trends have created new possibilities for plantwide optimization First power control communications and

information technologies are converging Our customers can unlock new efficiency benefits from merging all four

of these technologies into an integrated system and even in single device Second separate control disciplines

such as process discrete batch motion and safety no longer run as separate islands of automation Plant

wide optimization enables customers to achieve key outcomes such as better product quality lower total cost

faster time to market or energy efficiency Data from individual production processes and plant departments can

be integrated to optimize an entire plant

That optimization in turn is expected to usher in the next phase of smart manufacturing pairing data from an

information enabled platfo such as Logix with advanced computer simulations and modeling tools to create

robust manufacturing intclligence Manufacturing intelligence connects factory specific information to data

throughout the supply chain from raw material availability and real time customer demand through the delivery

of finished goods It further enables greater product customization more efficient processes and facilitates the

production of qu ility products through genealogy tracking and automated regulatory reporting

Distribution

Center

Enterprise

Business

Systems

Suppliers

Natural Resources

Smart Grid

Customers

OEM Machine

Builders



Manufacturing Intelligence is also expected to

facilitate the transformation of manufacturing plants

into smart nodes on smart grids to schedule energy

intensive activities during lowcost energy periods

and slow production dui
ing peak energy demand

periods

As manufacturing intelligence grows it should

inspire innovations in processes and products

that comprise smart manufacturings full

promise the transformation of every stage of

manufacturing from product invention through

design sourcing production and delivery These

changes should result in lower manufacturing

costs that in turn can push down prices open

new markets and offer broader array of choices

to wider range of consumers

Our innovative automation technology and

solutions extend far beyond the labor savings

of early automation projects as they optimize

even larger components of customers operating

costs In some industries the highest input costs

are water air and energy For other industries

automation can help minimize raw material usage

improve machine efficiency or reduce supply

chain costs

Automation investments form crucial

foundation to the advancement of smart safe

and sustainable manufacturing With our existing

products and expertise and innovations in the

pipeline Rockwell Automation stands ready to

help our customers achieve their productivity and

sustainability goals



During fisca 2010 we clearly saw the benefits of exoanding our served markets especially in process

automation with original equipment manufacturers OEMs and in emerging economies We continued

to invest during the downturn and in the early stages of the recovery to capitalize on these expanding

growth opportunities

With our Logix platform and our PlantPAx Process Automation System more customers are finding that

common control and visualization platform can increase performance and reduce their life cycle costs To

leverage this competitive advantage we continue to enhance platform functionality that is important to

process industries

Process automation continues to be our single largest growth opportunity with sales growth over the past

five years at three times the market growth rate We now serve more than twothirds of the $20 billion

process market
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In heavy process industries such as oil and gas chemicals and water/wastewater legacy proprietary distributed

control systems DCS continue to age and related maintenance costs continue to grow Our scalable

information enabled logix platform represents cost effective alternative that customers increasingly value

Our business is expanding with OEM machine builders as well among manufacturers of both standalone and

complex machines

We preserved most of our technical experts in the downturn who worked with OEMs on designs for new

machines And we are now seeing the benefits of those design wins In 2010 sales in Germany and Italy

grew about 15 percent an indication of our success with OEMs

Our Integrated Architecture now provides mach ne builders with expanded CompactLogix
TM

for control

motion and safety that are ready to connect into standard Ethernet communications network

With heightened attention on worker safety and higher adoption of on machine safety solutions by OEMs

our machine safety sales grew 35 percent year over year



We deliver the right mix of resources competency

and execution to help nachine builders lower their

total costs to design develop and deliver machines

to end users Our focus on machine share allows

us to increase revenuc through existing customers

while we add new customers to further grow our

OEM business

We also continue to expand our global reach We

do business in more than 80 countries with more

than half of our employees based outside the

United States In fiscal 2010 emerging markets

revenue grew to represent more than 20 percent of

our sales proportion that has more than doubled

in the past decade Our goal is to derive 60 percent

of our revenues outside the United States and

our investments in emerging markets are key to

achieving that goal

In emerging economies the demand for

consumer goods is accelerating his demand

creates greater need for our automation across

broad range of industries and applications

In Latin America and China we expanded

our channel partn network and geographic

In the Middle East we expanded our presence

in the oil and gas industry

We continue to invest in sales and engineering

resoures for central and eastern Europe

And in China India and southeast Asia we have

strengthened our position in the OEM market

expanded our industry domain expertise and

are succeeding in process applications



Our competitwe advantage is built on two critical factors innovative technology and innovative people who

enable us to capitalize on our expanding growth opportunities Ihese are the foundation of the transformation

of Rockwell Automation to the company we are today

With its best in class technology our ogix control platform is the heart of our Integrated Architecture system

With it we have more than doubled our addressable market and increased our capabilities to serve the process

safety and information needs of our customers Because it generates and stores much of the critical real time

dita used in manufacturing Logix is uniquely positioned to become the predominant information server on

the plant floor We augment Logix with some of the most innovative manufacturing and process solutions in

the market We round out our Integrated Architecture with broad array of intelligent motor control products

and connected components that provide sensing control and protection for some of the worlds most complex

industrial applications

ogix changed our industry with its revolutionary approach to control To date it is the leading platform for

scalable informatiorienabled multi discipline control based on open communication standards We are helping

our customers implement secure network infrastructure using industry standard Ethernet in their plants

Since its introduction ogix has posted growth rates well above the company average Logix sales grew

25 percent in fiscal 2010 We have built an extensive global installed base with hundreds of thousands of

systems installed and tens of thousands of experienced Logix application engineers across our integrator

distributor OEM and end user customer base



We continue to research and develop innovative technologies to expand our capabihties for exciting new

markets such as alternative energy and industrial energy management These are examples of the sustainability

applications that are expected to drive increasing demand in coming years

Our innovatwe products succeed in the marketplace because of the talented team that backs them

Our domain expertise and global presence provide us with distinct competitive advantage Our experience is

as broad as it is deep and the expertise of our produet development solutions delivery selling and customer

support people is the intellectual capital that is essential to our companys business value

Keeping our employees enqaged and inspired is crucial to success We strive to be place where everyone can

do their best work and our i9000 employees passionately exemplify our six core values

Focus on customers first each and every day

Be nnovative

Pursue excellence

Execute wth speed

Maintain the highest integrity how we do it

And most importanty our PEOPLE are the foundation of our success

Guided by these values our employees continued to successfully execute our growth and performance

strategy in 2010
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Strong Corporate Reputation

We beUeve success is built upon doing business the right way We

share our customers pnonties for efficient use of resources cleaner

environment safe workplace and ethical business practices and

relationships We were honored to be recognized this year for our

actions and commitment to these prionties

We were named to the Dow Jones Sustainability North America

Index one of the iegions most sustainable companies

For the tenth year in row Rockwell Automation was included in

the FTSE4Good Index of Companies leading social responsibility

investment index

We were named as top 100 company in the Justmeans

Global 1000 list of Sustainable Performance Leadei

For the third time Ethisphere Institute named us one of the

worlds most ethical companies Only 100 companies received

this honor

The Singapore Ministry of Manpower and Workplace Safety and

Health Council honored our Asia Pacific Business Center with the

prestigious Gold Award for the third consecutive year

We continued to be an industry leadcr in our efforts to protect

our employees Onc again in 2010 we saw drop in the number

of work related inji ies ir our facilities worldwide and for the fifth

consecutive year beat all three of our worldwide safety goals

was honored to be named among the US National Safety

Councils NSC 2010 list of CEOs Who Get It As described by the

NSC the eight CEOs selected ensure that best practices for safety

and health are adopted consistently throughout their companies

todriva superior sifety culture

Rockwell Automation

headquarters is now home to

the largest green roof in the

state of Wisconsin its just one

of many ways we try to minimize

our environmental impact

Others include compressor waste

heat recovery in our Aarau

Switzerland plant porous

paving parking lot and ceiling

atrium in Katowice Poland

and white roof and high tint

windows in our newest location in

Monterrey Mexico



Supenor Frnando Mod

Our innovative technology knowledgeable people and strong corporate reputation provide us with distinct

competitive advantage and are the foundation of our superior financiai model

Our business is diversified across geographies and industries and well balanced for growth during the early middle

and late phases of an economic cycle We benefit from earlycycle maintenance repair and overhaul demand as well

as large capital projects later in industrial cycles the bottomline result of this differentiation and diversification is

that it can provide superior shareowner returns

Our long te financial objcctvcs have not changed Our goal is to sustain revenuc growth at to percent which

along with 3nnual productivity should drive double digit earnings per share growth

As an intellectual capital company we aim to deliver return on invested capital in excess of 20 percent on an aftertax

basis over the long term

14



Our strategy together with our people

products solutions and services have made

Rockwell Automation stronger company

and superior investment We have greater

growth opportunities and broader portfolio

than we had at the beginning of the last

econom cycle Weve expanded our served

markets enhanced our ndustry knowledge

strengthened our global presence and

continued to drive oui productivity culture

We serve diverse markets with leading

technologies and expertise Our innovative

products and people position us to lead

customers through the exciting changes

promised by the coming era of smart safe and

sustainable manufacturing

We ye maintained our strong balance sheet

and liquidity posilion dunng the recent

economic downturn without compromising

our longterm strategy
We have continued

to balance investments in intellectual capital

and technology differentiation with near term

financial performance We have never been

bettei positioned to outperform the market

Thank you for your support and confidence in

our company

Kpith Noshush

Chairman and CEO
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General Information

Rockwell Automation

Global Headquarters

1201 South Second Street

Milwaukee WI 53204

414.382.2000

www.rockwellautomation.com

Investor Relations

Securities analysts should call

Rondi Rohr-Dralle

Investor Relations

414.382.8510

Corporate Public Relations

Members of the news media should call

John Bernaden

Corporate Communications

414.382.2555

Annual Meeting

The companys annual meeting of shareowners

will be held in its Global Headquarters at

1201 South Second Street Milwaukee Wisconsin

on Tuesday Feb 12011 at 530 p.m CST

notice of the meeting and proxy materials will

be furnished to shareowners in December 2010

Shareowner Services

BNY Mellon Shareowner Services our transfer

agent and registrar maintains the records for our

registered shareowners and can help you with

variety of shareowner related services You can

access your shareowner account in one of the

following three ways

Internet

Log on to www.bnymellon.com/shareowner/isd

for convenient access 24 hours day days

week for online services including account

information change of address transfer of shares

lost certificates dividend payment elections and

additional administrative services

If you are interested in receiving shareowner

information electronically enroll in MLink

self-service program that provides electronic

notification and secure access to shareowner

communications To enroll follow the MLink

enrollment instructions when you access

your shareowner account via

www.bnymellon.com/shareowner/isd

Telephone

Call BNY Mellon Shareowner Services at one

of the following numbers

Inside the United States 800.204.7800

Outside the United States 201.680.6578

In Writing

Correspondence about share ownership dividend

payments transfer requirements change of

address lost certificates and account status may

be directed to

BNY Mellon Shareowner Services

P0 Box 358010 Pittsburgh PA 15252-8010

Shareowners wishing to transfer stock should send

their written request stock certificates and other

required documents to

BNY Mellon Shareowner Services

P0 Box 358016

Pittsburgh PA 15252-8016

18



Registered or overnight mail should be sent to

BNY Mellon Shareowner Services

500 Ross Street

6th Floor

Pittsburgh PA 15262

copy
of our annual report including Form 10-K

may be obtained without charge by writing to

Rockwell Automation

Shareowner Relations

1201 South Second Street E-7F19

Milwaukee WI 53204

Or call 414.382.8410 Other investor information is

available in the Investor Relations section of our

website at www.rockwellautomation.com

Shareowners needing further assistance should

contact Rockwell Automation Shareowner

Relations by telephone at 414.382.8410 or email at

shareownerrelations@ra.rockwell.com

Investor Services Program

Under the BNY Mellon Shareowner Services

Program for shareowners of Rockwell Automation

shareowners of record may select to reinvest all or

part of their dividends to have cash dividends

directly deposited in their bank accounts and

to deposit share certificates with the agent for

safekeeping These services are all provided without

charge to the participating shareowner

In addition the
program allows participating

shareowners at their own cost to make optional

cash investments in any amount from $100 to

$100000 per year or to sell all or any part of the

shares held in their accounts Participation in the

program is voluntary and shareowners of record

may participate or terminate their participation at

anytime For full details of the program

direct inquiries to

BNY Mellon Shareowner Services

P0 Box 358035

Pittsburgh PA 15252-8035

800.204.7800 or 201.680.6578

www.bnymellon.com/shareowner/isd

Independent Registered

Public Accounting Firm

Deloitte Touche LLP

555 East Wells Street Suite 1400

Milwaukee WI 53202

414.271.3000

Transfer Agent and Registrar

BNY Mellon Shareowner Services

P0 Box 358010

Pittsburgh PA 15252-8010

800.204.7800 or 201.680.6578

Stock Exchange

Common Stock Symbol ROK

New York Stock Exchange

Ombudsman

Questions or concerns about accounting internal

controls or auditing matters and the companys

business conduct should be reported to

Ombudsman

Rockwell Automation Inc

1201 South Second Street

Milwaukee WI 53204

Telephone 800 552-3589

Email ombudsman@rockweIl.com
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UNITED STATES SECURITIES AND EXCHANGE COMMSJ
Washington D.C 20549 SEC

UtUForm 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR Ion00
THE SECURITIES EXCHANGE ACT OF 1934 hO

For the fiscal year ended September 30 2010

Commission file number 1-12383

Rockwell Automation Inc
Exact name registrant as specified in its charter

Delaware 25-1797617

State or other jurisdiction of I.R.S Employer

incorporation or organization Identification No
1201 South 2nd Street 53204

Milwaukee Wisconsin Zip Code

Address of principal executive offices

Registrants telephone number including area code

414 382-2000

Securities registered pursuant to Section 12b of the Act

Title of each class Name of each exchange on which registered

Common Stock $1 Par Value New York Stock Exchange

Securities registered pursuant to Section 12g of the Act

None

Indicate by check mark if the registrant is well-known seasoned issuer as defined in Rule 405 of the Securities Act Yes No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15d of the Act Yes No

Indicate by check mark whether the registrant has filed all reports required to be filed by Section 13 or 15d of the Securities Exchange
Act of 1934 during the preceding 12 months or for such shorter period that the registrant was required to file such reports and has been

subject to such filing requirements for the past 90 days Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site if any every Interactive

Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months or for such shorter period

that the registrant was required to submit and post such files Yes No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein and will not be

contained to the best of registrants knowledge in definitive proxy or information statements incorporated by reference in Part III of this

Form 10-K or any amendment to this Form 10-K l2

Indicate by check mark whether the registrant is large accelerated filer an accelerated filer non-accelerated filer or smaller reporting

company See the definitions of large accelerated filer accelerated filer and smaller reporting company in Rule 2b-2 of the Exchange
Act Check one

Large accelerated filer Accelerated filer Non-accelerated filer Smaller reporting company

Indicate by check mark whether the registrant is shell company as defined in Rule 2b-2 of the Act Yes No

The aggregate market value of registrants voting stock held by non-affiliates of registrant on March 31 2010 was approximately

$8.0 billion

141790182 shares of registrants Common Stock par value $1 per share were outstanding on October 31 2010

DOCUMENTS INCORPORATED BY REFERENCE

Certain information contained in the Proxy Statement for the Annual Meeting of Shareowners of registrant to be held on February 12011 is

incorporated by reference into Part III hereof
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PART

FORWARD-LOOKING STATEMENTS

This Annual Report contains statements including certain projections and business trends that are forward-

looking statements as defined in the Private Securities Litigation Reform Act of 1995 Words such as believe

estimate project plan expect anticipate will intend and other similar expressions may identify

forward-looking statements Actual results may differ materially from those projected as result of certain risks and

uncertainties many of which are beyond our control including but not limited to

macroeconomic factors including global and regional business conditions the availability and cost of

capital the cyclical nature of our customers capital spending and currency exchange rates all of which may
affect our revenue and our profitability

laws regulations and governmental policies affecting our activities in the countries where we do business

successful development of advanced technologies and demand for and market acceptance of new and

existing products

the availability effectiveness and security of our information technology systems

competitive product and pricing pressures

disruption of our operations due to natural disasters acts of war strikes terrorism or other causes

intellectual property infringement claims by others and the ability to protect our intellectual property

our ability to successfully address claims by taxing authorities in the various jurisdictions where we do

business

our ability to attract and retain qualified personnel

our ability to manage costs related to employee retirement and health care benefits

the uncertainties of litigation

disruption of our distribution channels

the availability and price of components and materials

successful execution of our cost productivity restructuring and globalization initiatives and

other risks and uncertainties including but not limited to those detailed from time to time in our Securities

and Exchange Commission filings

These forward-looking statements reflect our beliefs as of the date of filing this report We undertake no

obligation to update or revise any forward-looking statement whether as result of new information future events

or otherwise See Item 1A Risk Factors for more information

Item Business

General

Rockwell Automation Inc the Company or Rockwell Automation is leading global provider of industrial

automation power control and information solutions that help manufacturers achieve competitive advantage for

their businesses The Company continues the business founded as the Allen-Bradley Company in 1903 The

privately-owned Allen-Bradley Company was leading North American manufacturer of industrial automation

equipment when the former Rockwell International Corporation RIC purchased it in 1985 Our products and

services are designed to meet our customers needs to reduce total cost of ownership maximize asset utilization

improve time to market and reduce manufacturing business risk

The Company was incorporated in Delaware in 1996 in connection with tax-free reorganization completed

on December 1996 pursuant to which we divested our former aerospace and defense businesses the AD



Business to The Boeing Company Boeing In the reorganization RIC contributed all of its businesses other than

the AD Business to the Company and distributed all capital stock of the Company to RICs shareowners Boeing

then acquired RIC RIC was incorporated in 1928

We divested our Dodge mechanical and Reliance Electric motors and motor repair services businesses in 2007

These were the principal businesses of our former Power Systems operating segment The results of operations of

these businesses are reported in income from discontinued operations in the Financial Statements for all periods

presented

As used herein the terms we us our the Company or Rockwell Automation include subsidiaries

and predecessors unless the context indicates otherwise Information included in this Annual Report on Form 10-K

refers to our continuing businesses unless otherwise indicated

Whenever an Item of this Annual Report on Form 10-K refers to information in our Proxy Statement for our

Annual Meeting of Shareowners to be held on February 2011 the 2011 Proxy Statement or to information under

specific captions in Item Managements Discussion and Analysis of Financial Condition and Results of

Operations MDA or in Item Financial Statements and Supplementary Data the Financial Statements the

information is incorporated in that Item by reference All date references to years and quarters refer to our fiscal year

and quarters unless otherwise stated

Operating Segments

We have two operating segments Architecture Software and Control Products Solutions In 2010 our

total sales were $4.9 billion Financial information with respect to our operating segments including their

contributions to sales and operating earnings for each of the three years in the period ended September 30

2010 is contained under the caption Results of Operations in MDA and in Note 18 in the Financial Statements

Our Architecture Software operating segment is headquartered in Mayfield Heights Ohio and our Control

Products Solutions operating segment is headquartered in Milwaukee Wisconsin Both operating segments

conduct business globally Products for both segments are marketed primarily under the Allen-Bradley A-B
Rockwell Software ICS TriplexTM and FactoryTalk brand names Major markets served by both segments

include food and beverage transportation oil and gas metals mining home and personal care pulp and paper and

life sciences

Architecture Software

Our Architecture Software operating segment recorded sales of $2.1 billion 44 percent of our total sales in

2010 The Architecture Software segment contains all of the hardware software and communication components

of our integrated control and information architecture capable of controlling the customers industrial processes and

connecting with their manufacturing enterprise Architecture Software has broad portfolio of products

including

Control platforms that perform multiple control disciplines and monitoring of applications including

discrete batch and continuous process drives control motion control and machine safety control Products

include controllers electronic operator interface devices electronic inputIoutput devices communication

and networking products and industrial computers The information-enabled Logix controllers provide

integrated multi-discipline control that is modular and scalable

Software products that include configuration and visualization software used to operate and supervise

control platforms advanced process control software and manufacturing execution software MES that

enables customers to improve manufacturing productivity and meet regulatory requirements Examples of

MES applications are production scheduling asset management tracking genealogy and manufacturing

business intelligence

Other products including rotary and linear motion control products sensors and machine safety

components



The major competitors of our Architecture Software operating segment include Siemens AG Mitsubishi

Corp ABB Ltd Honeywell International Inc Schneider Electric SA and Emerson Electric Co

Control Products Solutions

Our Control Products Solutions operating segment recorded 2010 sales of $2.8 billion 56 percent of our

total sales The Control Products Solutions segment combines comprehensive portfolio of intelligent motor

control and industrial control products application knowledge and project management necessary to implement an

automation or information solution on the plant floor and total life-cycle customer support and maintenance This

comprehensive portfolio includes

Low and medium voltage electro-mechanical and electronic motor starters motor and circuit protection

devices AC/DC variable frequency drives contactors push buttons signaling devices termination and

protection devices relays timers and condition sensors

Solutions ranging from value-added packaged solutions such as configured drives and motor control centers

to automation and information solutions where we provide design and integration for custom-engineered

hardware and software systems primarily for manufacturing applications

Services designed to help maximize customers automation investment and provide total life-cycle

support including multi-vendor customer technical support and repair asset management training and

predictive and preventative maintenance

The major competitors of our Control Products Solutions operating segment include Siemens AG ABB Ltd

Schneider Electric SA Honeywell International Inc and Emerson Electric Co

Geographic Information

In 2010 sales to customers in the United States accounted for 51 percent of our total sales Outside the

United States we sell in every region The largest sales outside the United States on country-of-destination basis

are in Canada China Italy the United Kingdom and Brazil See Item 1A Risk Factors for discussion of risks

associated with our operations outside of the United States Sales and property information by major geographic

area for each of the past three years is contained in Note 18 in the Financial Statements

Competition

Depending on the product or service involved our competitors range
from large diversified businesses that sell

products outside of industrial automation to smaller companies that specialize in niche products and services

Factors that influence our competitive position include the breadth of our product portfolio and scope of solutions

technology leadership knowledge of customer applications installed base distribution network quality of

products and services global presence and price

Distribution

In the United States and Canada we sell our products solutions and services primarily through independent

distributors in conjunction with our direct sales force Outside the United States and Canada we sell products

solutions and services through combination of our direct sales force and to lesser extent through independent

distributors Globally our independent distributors typically do not carry products that compete with

Allen-Bradley products Sales to our largest distributor in 2010 2009 and 2008 were approximately 10 percent

of our total sales

Research and Development

Our research and development spending for the years ended September 30 2010 2009 and 2008 was

$198.9 million $170.0 million and $191.3 million respectively Customer-sponsoredresearch and development

was not significant in 2010 2009 or 2008



Employees

At September 30 2010 we had approximately 19000 employees Approximately 8000 were employed in the

United States

Raw Materials and Supplies

We purchase many items of equipment components and materials used to produce our products from others

The raw materials essential to the conduct of each of our business segments generally are available at competitive

prices Although we have broad base of suppliers and subcontractors we depend upon the ability of our suppliers

and subcontractors to meet performance and quality specifications and delivery schedules See Item IA Risk

Factors for discussion of risks associated with our reliance on third party suppliers

Backlog

Our total order backlog at September 30 was in millions

2010 2009

Architecture Software 140.6 $130.6

Control Products Solutions 921.0 761.3

$1061.6 $891.9

Backlog is not necessarily indicative of results of operations for future periods due to the short-cycle nature of

most of our sales activities Backlog orders scheduled for shipment beyond 2011 were approximately $117.0 million

as of September 30 2010

Environmental Protection Requirements

Information about the effect of compliance with environmental protection requirements and resolution of

environmental claims is contained in Note 17 in the Financial Statements See also Item Legal Proceedings

Patents Licenses and Trademarks

We own or license numerous patents and patent applications related to our products and operations Various

claims of patent infringement and requests for patent indemnification have been made to us We believe that none of

these claims or requests will have material adverse effect on our financial condition While in the aggregate our

patents and licenses are important in the operation of our business we do not believe that loss or termination of any

one of them would materially affect our business or financial condition See Item Risk Factors for discussion

of risks associated with our intellectual property

The Companys name and its registered trademark Rockwell Automation and other trademarks such as

AllenBrad1ey and AB are important to both of our business segments In addition we own other important

trademarks that we use such as ICS TriplexTM for our control products and systems for industrial automation and

Rockwell Software and FactoryTalk for our software products

Seasonality

Our business segments are not subject to significant seasonality However the calendarization of our results

can vary
and may be affected by the seasonal spending patterns of our customers due to their annual budgeting

processes and their working schedules

Available Information

We maintain website at http//www.rockwellautomation.com Our annual reports on Form 10-K quarterly

reports on Form 10-Q current reports on Form 8-K and amendments to such reports filed or furnished pursuant to

Section 13a or 15d of the Securities Exchange Act of 1934 the Exchange Act as well as our annual report to

shareowners and Section 16 reports on Forms and are available free of charge on this site as soon as



reasonably practicable after we file or furnish these reports with the Securities and Exchange Commission SEC
All reports we file with the SEC are also available free of charge via EDGAR through the SECs website at

http//www.sec.gov Our Guidelines on Corporate Governance and charters for our Board Committees are also

available at our website The information contained on and linked from our website is not incorporated by reference

into this Annual Report on Form 10-K

Item 1A Risk Factors

In the ordinary course of our business we face various strategic operating compliance and financial risks

These risks could have an impact on our business financial condition operating results and cash flows Our most

significant risks are set forth below and elsewhere in this Annual Report on Form 10-K

Our Enterprise Risk Management ERM process seeks to identify and address significant risks Our ERM

process uses the integrated risk framework of the Committee of Sponsoring Organizations COSO to assess

manage and monitor risks We believe that risk-taking is an inherent aspect of the pursuit of our growth and

performance strategy Our goal is to manage risks prudently rather than avoiding risks We can mitigate these risks

and their impact on the company only to limited extent

team of senior executives prioritizes identified risks and assigns an executive to address each major

identified risk area and lead action plans to manage risks Our Board of Directors provides oversight of the ERM

process and reviews significant identified risks The Audit Committee also reviews significant financial risk

exposures and the steps management has taken to monitor and manage them Our other Board committees also play

role in risk management as set forth in their respective charters

Our goal is to proactively manage risks in structured approach in conjunction with strategic planning with

the intent to preserve and enhance shareowner value However the risks set forth below and elsewhere in this

Annual Report on Form 10-K and other risks and uncertainties could cause our results to vary materially from recent

results or from our anticipated future results and could adversely affect our business and financial condition

We generate substantial portion of our revenues from international sales and are subject to the risks of

doing business in many countries

Approximately 49 percent of our revenues in 2010 were outside of the U.S Future growth rates and success of

our business depend in large part on growth in our international sales Numerous risks and uncertainties affect our

international operations as international transactions may involve increased financial and legal risks These risks

and uncertainties include political and economic instability compliance with existing and future laws regulations

and policies including those related to tariffs investments taxation trade controls employment regulations and

repatriation of earnings and enforcement of contract and intellectual property rights In addition we are affected by

changes in foreign currency exchange rates inflation rates and interest rates While these factors and their impacts

are difficult to predict any one or more of them could adversely affect our business financial condition or operating

results

New legislative and regulatory actions could adversely affect our business

Legislative and regulatory action may be taken in the various countries and other jurisdictions where we

operate that may affect our business activities in these countries or may otherwise increase our costs to do business

For example we are increasingly required to comply with various environmental and other material product

certification labeling and customer requirements These requirements could increase our costs and could poten

tially have an adverse effect on our ability to ship our products into certain jurisdictions We cannot predict the

outcome of any specific legislative or regulatory proposals

An inability to respond to changes in customer preferences could result in decreased demand for our

products

Our success depends in part on our ability to anticipate and offer products that appeal to the changing needs and

preferences of our customers in the various markets we serve Developing new products requires high levels of



innovation and the development process is often lengthy and costly If we are not able to anticipate identify develop

and market products that respond to changes in customer preferences demand for our products could decline and

our business and operating results would be adversely affected

Adverse changes in business or industry conditions and volatility and disruption of the capital and credit

markets may result in decreases in our revenues and profitability

We are subject to macroeconomic cycles and when recessions occur we may experience reduced orders

payment delays supply chain disruptions or other factors as result of the economic challenges faced by our

customers prospective customers and suppliers

Demand for our products is sensitive to changes in levels of industrial production and the financial perfor

mance of major industries that we serve As economic activity slows or credit markets tighten companies tend to

reduce their levels of capital spending which could result in decreased demand for our products

Our ability to access the credit markets and the related costs of these borrowings is affected by the strength of

our credit rating and current market conditions If our access to credit including the commercial paper market is

adversely affected by change in market conditions or otherwise our cost of borrowings may increase or our ability

to fund operations may be reduced

Information technology infrastructure failures could disrupt our business

We depend heavily on our information technology IT infrastructure in order to achieve our business

objectives If we experience problem that impairs this infrastructure problem with the functioning of an

important IT application breach of security or an intentional disruption of our IT systems the resulting disruptions

could impede our ability to record or process orders manufacture and ship in timely manner or otherwise carry on

our business in the ordinary course Any such events could cause us to lose customers or revenue and could require

us to incur significant expense to eliminate these problems and address related security concerns

We are implementing global Enterprise Resource Planning ERP system that is resulting in redesigned new

processes organization structures and common information system Significant roll-outs of the system occurred at

our U.S locations and certain locations in Mexico and Europe in 2007 to 2010 and are scheduled to continue at

additional locations in 2011 and beyond As we continue to implement new systems they may not perform as

expected This could have an adverse effect on our business

There are inherent risks in our solutions businesses

Risks inherent in the sale of solutions include assuming greater responsibility for project completion and

success defining and controlling contract scope efficiently executing projects and managing the quality of our

subcontractors If we are unable to control manage and mitigate these risks our results of operations could be

adversely affected

Our industry is highly competitive

We face strong competition in all of our market segments in several significant respects We compete based on

breadth and scope of our product portfolio and solution and service offerings technology differentiation product

performance quality of our products and services knowledge of integrated systems and applications that address

our customers business challenges pricing delivery and customer service The relative importance of these factors

differs across the markets and product areas that we serve We seek to maintain acceptable pricing levels by

continually developing advanced technologies for new products and product enhancements and offering complete

solutions for our customers business problems If we fail to keep pace
with technological changes or to provide

high quality products and services we may experience price erosion lower revenues and margins We expect the

level of competition to remain high in the future which could limit our ability to maintain or increase our market

share or profitability



disruption to our distribution channel could reduce our revenues

In the United States and Canada approximately 90 percent of our sales are through distributors In certain

other countries the majority of our sales are also through limited number of distributors While we maintain the

right to appoint new distributors any unplanned disruption to our existing distribution channel could adversely

affect our revenues disruption could result from the sale of distributor to competitor financial instability of

distributor or other events

Potential liabilities and costs from litigation including asbestos claims and environmental remediation

could reduce our profitability

Various lawsuits claims and proceedings have been or may be asserted against us relating to the conduct of our

business including those pertaining to product liability safety and health employment contract matters and

environmental remediation

We have been named as defendant in lawsuits alleging personal injury as result of exposure to asbestos that

was used in certain of our products many years ago Our products may also be used in hazardous industrial

activities which could result in product liability claims being brought against us The uncertainties of litigation

including asbestos claims and the uncertainties related to the collection of insurance coverage make it difficult to

predict the ultimate resolution

Our operations are subject to regulation by various environmental regulatory authorities concerned with the

impact of the environment on human health the limitation and control of emissions and discharges into the air

ground and waters the quality of air and bodies of water and the handling use and disposal of specified substances

Environmental laws and regulations can be complex and may change Our financial responsibility to clean up

contaminated property or for natural resource damages may extend to previously owned or used properties

waterways and properties owned by unrelated companies or individuals as well as properties that we currently own

and use regardless of whether the contamination is attributable to prior owners We have been named as

potentially responsible party at cleanup sites and may be so named in the future and the costs associated with these

current and future sites may be significant

We have from time to time divested certain of our businesses In connection with these divestitures certain

lawsuits claims and proceedings may be instituted or asserted against us related to the period that we owned the

businesses either because we agreed to retain certain liabilities related to these periods or because such liabilities

fall upon us by operation of law In some instances the divested business has assumed the liabilities however it is

possible that we might be responsible to satisfy those liabilities if the divested business is unable to do so

Intellectual property infringement claims of others and the inability to protect our intellectual property

rights could harm our business and our customers

Others may assert intellectual property infringement claims against us or our customers We frequently provide

limited intellectual property indemnity in connection with our terms and conditions of sale to our customers and in

other types of contracts with third parties Indemnification payments and legal costs to defend claims could be costly

In addition we own the rights to many patents trademarks brand names and trade names that are important to

our business The inability to enforce our intellectual property rights may have an adverse effect on our results of

operations Expenses related to enforcing our intellectual property rights could be significant



We rely on vendors to supply equipment and components which creates certain risks and uncertainties

that may adversely affect our business

Our manufacturing processes require that we buy equipment and components which may include computer

chips and commodities such as copper aluminum and steel Our reliance on suppliers of these items involves certain

risks including

poor quality can adversely affect the reliability and reputation of our products

the cost of these purchases may change due to inflation exchange rates commodity market volatility or

other factors

we may not be able to recover any increase in costs for these purchases through price increases to our

customers and

shortage of components commodities or other materials could adversely affect our manufacturing

efficiencies and ability to make timely delivery

Any of these uncertainties could adversely affect our profitability and ability to compete We also maintain

several single-source supplier relationships because either alternative sources are not available or the relationship is

advantageous due to performance quality support delivery capacity or price considerations Unavailability or

delivery delays of single-source components or products could adversely affect our ability to ship the related

product in timely manner The effect of unavailability or delivery delays would be more severe if associated with

our higher volume and more profitable products Even where substitute sources of supply are available qualifying

the alternate suppliers and establishing reliable supplies could cost more or could result in delays and loss of

revenues

We must successfully defend any claims from taxing authorities to avoid an adverse effect on our tax

expense and financial position

We conduct business in many countries which requires us to interpret the income tax laws and rulings in each

of those taxing jurisdictions Due to the ambiguity of tax laws among those jurisdictions as well as the subjectivity

of factual interpretations our estimates of income tax liabilities may differ from actual payments or assessments

Claims by taxing authorities related to these differences could have an adverse impact on our operating results and

financial position

Our competitiveness depends on successfully executing our globalization and cost productivity initiatives

Our globalization strategy includes localization of our products and services to be closer to our customers and

identified growth opportunities Localization of our products and services includes expanding our capabilities

including supply chain and sourcing activities product design manufacturing engineering marketing and sales

and support These activities expose us to risks including those related to political and economic uncertainties

transportation delays labor market disruptions and challenges to protect our intellectual property In addition we
continue to invest in initiatives to reduce our cost structure The failure to achieve our objectives on these initiatives

could have an adverse effect on our operating results and financial condition

We face the potential harms of natural disasters terrorism acts of wai international conflicts or other

disruptions to our operations

Natural disasters acts or threats of war or terrorism international conflicts and the actions taken by

governments in response to such events could cause damage to or disrupt our business operations our suppliers

or our customers and could create political or economic instability Although it is not possible to predict such events

or their consequences these events could decrease demand for our products or make it difficult or impossible for us

to deliver products
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Our business success depends on attracting and retaining qualified personnel while appropriately

managing costs related to employee benefits

Our success depends in part on the efforts and abilities of our management team and key employees Their

skills experience and industry knowledge significantly benefit our operations and performance One important

aspect of attracting and retaining qualified personnel is continuing to offer competitive employee retirement and

heath care benefits

The amount of
expenses we record for our defined benefit pension plans depends on factors such as changes in

market interest rates and the value of plan assets Significant decreases in market interest rates or the value of plan assets

would increase our expenses Expenses related to employer-funded health care benefits continue to increase as well

Increasing employee benefit costs or the failure to attract and retain members of our management team and key

employees could have negative effect on our operating results and financial condition

Risks associated with acquisitions could have an adverse effect on us

We have acquired and will continue to acquire businesses in an effort to enhance shareowner value

Acquisitions involve risks and uncertainties including

difficulties in integrating the acquired business retaining the acquired business customers and achieving

the expected benefits of the acquisition such as revenue increases cost savings and increases in geographic

or product presence in the desired time frames

loss of key employees of the acquired business

difficulties implementing and maintaining consistent standards controls procedures policies and infor

mation systems and

diversion of managements attention from other business concerns

Future acquisitions could result in debt dilution liabilities increased interest expense restructuring charges

and amortization expenses related to intangible assets

Item lB Unresolved Staff Comments

None

Item Properties

At September 30 2010 we operated 52 plants Manufacturing space occupied approximately 4.3 million

square feet of which 48 percent was in the United States and Canada Our Architecture Software segment

occupied approximately 1.2 million square feet our Control Products Solutions segment occupied approximately

1.4 million square feet and the remaining approximately 1.7 million square feet of manufacturing space was shared

by our operating segments We also had 250 sales and administrative offices and total of 27 warehouses service

centers and other facilities The aggregate floor space
of our facilities was approximately 10.3 million square feet

Of this floor space we owned approximately 21 percent and leased approximately 79 percent At September 30

2010 approximately 1.0 million square feet of floor space was not in use mostly in owned facilities

There are no major encumbrances other than financing arrangements which in the aggregate are not

significant on any
of our plants or equipment In our opinion our properties have been well maintained are in

sound operating condition and contain all equipment and facilities necessary to operate at present levels

Item Legal Proceedings

Rocky Flats Plant RIC operated the Rocky Flats Plant the Plant Golden Colorado from 1975 through

December 1989 forthe Department of Energy DOE Incident to Boeings acquisition of RIC in 1996 we agreed to

indemnify RIC and Boeing for any liability arising out of RICs activities at the Plant to the extent such liability is

not assumed or indemnified by the U.S government
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On May 2005 RIC filed claim with the DOE seeking recovery of $1 1.3 million in unreimbursed costs

incurred in defense of qui tam suit against RIC related to Rocky Flats On September 30 2005 the DOE
Contracting Officer denied that claim and demanded repayment of $4 million in previously reimbursed defense

costs On November 10 2005 RIC appealed both aspects of the Contracting Officers decision regarding defense

costs to the Civilian Board of Contract Appeals Board On July 2007 the Board ruled that RIC was not entitled

to be reimbursed for costs incurred by it in defense of the qui tam action and that the DOE was entitled to be repaid

the previously reimbursed costs As result of further proceedings on December 17 2008 the Board held allowable

those costs incurred by RIC in defense of claims other than the claims on which it was found liable in the qui tam

case Appeals from that ruling were dismissed and the matter is once again before the Board for further proceedings

The actual amounts that RIC may be required to repay to the DOE and that the DOE must reimburse RIC will be

determined in further proceedings This matter has been resolved except for dispute between RIC and the DOE
related to reimbursement and indemnification of attorneys fees and costs which if disposed of unfavorably to us
would not have material adverse effect on our financial condition

McGregoi Texas NWIRP Facility Environmental Claim RIC operated the Naval Weapons Industrial

Reserve Plant NWIRP in McGregor Texas from 1958 through 1978 for the United States Navy Incident to

Boeings acquisition of RIC in 1996 we agreed to indemnify RIC and Boeing for any liability arising out of RICs
activities at the NWIRP to the extent such liability is not assumed or indemnified by the U.S government

On December 2007 the United States Department of Justice DOJ notified RIC that the United States Navy

was seeking to recover environmental cleanup costs incurred at the NWIRP The DOJ now asserts that it has

incurred more than $50 million excluding interest attorneys fees and other indirect costs in environmental

cleanup costs at the NWIRP and it believes that it may have potential cause of action against RIC and other former

contractors at the NWIRP for
recovery of those costs Along with the initial notification the DOJ also proposed

tolling agreement so that the parties could discuss settlement RIC and several other former contractors have entered

into the tolling agreement with the DOJ To date no lawsuit has been filed Moreover we believe that RIC has

several meritorious defenses to the DOJs claim At this time RIC has indicated that it cannot estimate its potential

exposure in this matter if any but it intends to continue discussion with the DOJ

Asbestos We including our subsidiaries have been named as defendant in lawsuits alleging personal

injury as result of
exposure to asbestos that was used in certain components of our products many years ago

Currently there are few thousand claimants in lawsuits that name us as defendants together with hundreds of other

companies In some cases the claims involve products from divested businesses and we are indemnified for most of

the costs However we have agreed to defend and indemnify asbestos claims associated with products manufac

tured or sold by our Dodge mechanical and Reliance Electric motors and motor repair services businesses prior to

their divestiture by us which occurred on January 31 2007 We also are responsible for half of the costs and

liabilities associated with asbestos cases against RICs divested measurement and flow control business But in all

cases for those claimants who do show that they worked with our products or products of divested businesses for

which we are responsible we nevertheless believe we have meritorious defenses in substantial part due to the

integrity of the products the encapsulated nature of any asbestos-containing components and the lack of any

impairing medical condition on the part of many claimants We defend those cases vigorously Historically we have

been dismissed from the vast majority of these claims with no payment to claimants

We have maintained insurance coverage that we believe covers indemnity and defense costs over and above

self-insured retentions for claims arising from our former Allen-Bradley subsidiary Following litigation against

Nationwide Indemnity Company and Kemper Insurance the insurance carriers that provided liability insurance

coverage to Allen-Bradley we entered into separate agreements on April 2008 with both insurance carriers to

further resolve responsibility for ongoing and future coverage of Allen-Bradley asbestos claims In exchange for

lump sum payment Kemper bought out its remaining liability and has been released from further insurance

obligations to Allen-Bradley Nationwide administers the Kemper buyout funds and has entered into cost share

agreement with us to pay the substantial majority of future defense and indemnity costs for Allen-Bradley asbestos

claims once the Kemper buyout funds are depleted We believe that these arrangements will continue to provide

coverage
for Allen-Bradley asbestos claims throughout the remaining life of the asbestos liability
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The uncertainties of asbestos claim litigation make it difficult to predict accurately the ultimate outcome of

asbestos claims That uncertainty is increased by the possibility of adverse rulings or new legislation affecting

asbestos claim litigation or the settlement process Subject to these uncertainties and based on our experience

defending asbestos claims we do not believe these lawsuits will have material adverse effect on our financial

condition

Foreign Corrupt Practices Act As result of an internal review we determined during the fourth quarter of

2006 that actions by small number of employees at certain of our operations in one jurisdiction may have violated

the U.S Foreign Corrupt Practices Act FCPA or other applicable laws We and some of our distributors do

business in this jurisdiction with government owned enterprises or government owned enterprises that are evolving

to commercial businesses These actions involved payments for non-business travel expenses
and certain other

business arrangements involving potentially improper payment mechanisms for legitimate business expenses

Special outside counsel was engaged to investigate the actions and report to the Audit Committee

We voluntarily disclosed these actions to the DOJ and the SEC beginning in September 2006 We have

implemented thorough remedial measures During 2010 the DOJ declined to pursue charges against us However

we remain in negotiations with the SEC over possible civil claims against us

If violations of the FCPA occurred we may be subject to consequences that could include disgorgement civil

penalties other costs and business-related impacts We could also face similar consequences from local authorities

We do not believe the consequences of this investigation the remediation or any related penalties or business related

impacts will have material adverse effect on our business results of operations or financial condition

Other Various other lawsuits claims and proceedings have been or may be instituted or asserted against us

relating to the conduct of our business including those pertaining to product liability environmental safety and

health intellectual property employment and contract matters Although the outcome of litigation cannot be

predicted with certainty and some lawsuits claims or proceedings may be disposed of unfavorably to us we believe

the disposition of matters that are pending or have been asserted will not have material adverse effect on our

business or financial condition
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Item 4A Executive Officers of the Company

The name age office and position held with the Company and principal occupations and employment during

the past five years of each of the executive officers of the Company as of October 31 2010 are

Name Office and Position and Principal Occupations and Employment Age

Keith Nosbusch Chairman of the Board and President and Chief Executive Officer 59

Sujeet Chand Senior Vice President and Chief Technology Officer 52

Kent Coppins Vice President and General Tax Counsel 57

Theodore Crandall Senior Vice President and Chief Financial Officer since October 2007 Interim Chief Financial

Officer from April 2007 to October 2007 Senior Vice President prior thereto 55

David Dorgan Vice President and Controller 46

Steven Eisenbrown Senior Vice President 57

Steven Etzel Vice President and Treasurer since November 2007 Assistant Treasurer from November 2006 to

November 2007 Director Finance from January 2006 to November 2006 Vice President Risk Management and

Financial Planning prior thereto 50

Douglas Hagerman Senior Vice President General Counsel and Secretary 49

John McDermott Senior Vice President 52

John Miller Vice President and Chief Intellectual Property Counsel 43

Rondi Rohr-Dralle Vice President Investor Relations and Corporate Development since February 2009 Vice

President Corporate Development prior thereto 54

Robert Ruff Senior Vice President 62

Susan Schmitt Senior Vice President Human Resources since July 2007 Director Human Resources United

Kingdom and European Functions Kellogg Company producer of cereal and convenience foods from August 2006 to

July 2007 Vice President Human Resources U.S Morning Foods division of Kellogg Company prior thereto 47

Lawrence Stuever Vice President and General Auditor 58

Martin Thomas Senior Vice President Operations and Engineering Services since February 2007 Vice President

Operations and Engineering Services from November 2005 to February 2007 President General Electrics Trailer Fleet

Services and Modular Space businesses leasing for modular
space and tractor trailers prior thereto 52

There are no family relationships as defined by applicable SEC rules between any of the above executive

officers and any other executive officer or director of the Company No officer of the Company was selected

pursuant to any arrangement or understanding between the officer and any person other than the Company All

executive officers are elected annually

14



PART II

Item Market for the Company Common Equity Related Stockholder Matters and Issuer Purchases of

Equity Securities

Our common stock is listed on the New York Stock Exchange and trades under the symbol ROK On

October 31 2010 there were 25489 shareowners of record of our common stock

The following table sets forth the high and low sales price of our common stock on the New York Stock

Exchange-Composite Transactions reporting system during each quarter of our fiscal years
ended September 30

2010 and 2009

2010 2009

Fiscal Quarters High Low High Low

First $49.25 $39.39 $37.21 $21.51

Second 57.00 45.72 35.00 17.50

Third 63.90 48.63 35.56 20.97

Fourth
63.27 47.79 45.12 29.55

We declare and pay dividends at the sole discretion of our Board of Directors During 2009 we declared and

paid aggregate cash dividends of $1.16 $0.29 per quarter per common share We increased our quarterly dividend

per common share 21 percent to 35 cents per common share effective with the dividend payable in September 2010

$1.40 per common share annually During 2010 we declared and paid aggregate cash dividends of $1.22 per

common share

The table below sets forth information with respect to purchases made by or on behalf of us of shares of our

common stock during the three months ended September 30 2010

Total Number
of Shares Maximum Approx

Purchased as Dollar Value of

Total Part of Publicly Shares that may

Number of Average Announced yet be Purchased

Shares Price Paid Plans or Under the Plans or

Period Purchased Per Share1 Programs Programs2

July 1312010 119254 $49.84 119254 $522122737

August 31 2010 314605 52.49 314605 505608260

September 1302010 74100 59.63 74100 501189861

Total 507959 52.91 507959

Average price paid per share includes brokerage commissions

On November 2007 our Board of Directors approved $1.0 billion share repurchase program Our repurchase program allows

management to repurchase shares at its discretion However during quarter-end quiet periods defined as the period of time from quarter-

end until two days following the filing of our quarterly earnings results with the SEC on Form 8-K shares are repurchased at our brokers

discretion pursuant to share repurchase plan subject to price
and volume parameters
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Item Selected Financial Data

The following table sets forth selected consolidated financial data of our continuing operations The data

should be read in conjunction with MDA and the Financial Statements The consolidated statement of operations

data for each of the following five years ended September 30 the related consolidated balance sheet data and other

data have been derived from our audited consolidated financial statements

Year Ended September 30

2010 2009a 2008b 2007c 2006d

in millions except per share data

Consolidated Statement of Operations Data

Sales $4857.0 $4332.5 $5697.8 $5003.9 $4556.4

Interest expense 60.5 60.9 68.2 63.4 56.6

Income from continuing operations before accounting change 440.4 217.9 577.6 569.3 529.3

Earnings per share from continuing operations before

accounting change

Basic 3.09 1.54 3.94 3.58 2.99

Diluted 3.05 1.53 3.89 3.53 2.94

Cumulative effect of accounting change per diluted share 0.10
Cash dividends

per share 1.22 1.16 1.16 1.16 0.90

Consolidated Balance Sheet Data

at end of period

Total assets $4748.3 $4305.7 $4593.6 $4545.8 $4735.4

Short-term debt and current portion of long-term debt 100.1 521.4 219.0

Long-term debt 904.9 904.7 904.4 405.7 748.2

Shareowners equity 1460.4 1316.4 1688.8 1742.8 1918.2

Other Data

Capital expenditures 99.4 98.0 151.0 131.0 122.3

Depreciation 95.7 101.7 101.3 93.5 96.2

Intangible asset amortization 31.6 32.4 35.2 24.4 21.2

Includes Costs of $60.4 $41.8 million after tax or $0.29 per diluted share related to
restructuring actions designed to better align our cost

structure with current economic conditions See Note 14 in the Financial Statements for more information

Includes net costs of $46.7 million $30.4 million after tax or $0.21 per diluted share primarily related to restructuring actions designed to

better align resources with growth opportunities and to reduce costs as result of current and anticipated market conditions See Note 14 in

the Financial Statements for more information

Includes costs of $43.5 million $27.7 million after tax or $0.17 per diluted share related to various restructuring activities designed to

execute on our cost productivity initiatives and to advance our globalization strategy See Note 14 in the Financial Statements for more
information

Includes gain on sale of our 50 percent interest in Rockwell Scientific Company LLC of $19.9 million $12.0 million after tax or $0.07 per
diluted share

Effective September 30 2006 we adopted new accounting standard relating to asset retirement obligations as result of change in

accounting principles generally accepted in the United States U.S GAAP The application of this change resulted in charge of

$28.6 million $17.7 million after tax or $0.10 per diluted share in 2006
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Item Managements Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations

Non-GAAP Measures

The following discussion includes organic sales and free cash flow which are non-GAAP measures See

Supplemental Sales Information for reconciliation of reported sales to organic sales and discussion of why we

believe this non-GAAP measure is useful to investors See Financial Condition for reconciliation of cash flows from

operating activities to free cash flow and discussion of why we believe this non-GAAP measure is useful to investors

Overview

We are leading global provider of industrial automation power control and information solutions that help

manufacturers achieve competitive advantage for their businesses Overall demand for our products and services

is driven by

investments in manufacturing including upgrades modifications and expansions of existing facilities or

production lines and the creation of new facilities or production lines

our customers needs for productivity and cost reduction sustainable production cleaner safer and more

energy efficient quality assurance and overall global competitiveness

industry factors that include our customers new product introductions demand for our customers products

or services and the regulatory and competitive environments in which our customers operate

levels of global industrial production and capacity utilization

regional factors that include local political social regulatory and economic circumstances

the seasonal spending patterns of our customers due to their annual budgeting processes and their working

schedule and

investments in basic materials production capacity partly in response to higher end-product pricing

Long-term Strategy

Our strategic framework incorporates our vision of being the most valued global provider of innovative

industrial automation and information products services and solutions and our growth and performance strategy

which seeks to

achieve growth rates in excess of the automation market by expanding our served market and strengthening

our technology and customer-facing differentiation

diversify our revenue streams by increasing our capabilities in new applications including process control

safety and information software broadening our solutions and service capabilities advancing our global

presence and serving wider range of industries

grow market share by gaining new customers and by capturing larger share of our Original Equipment

Manufacturer machine builders OEMs and end user customers spending

enhance our market access by building our channel capability and partner network

make acquisitions that serve as catalysts to organic growth by adding complementary technology expanding

our served market increasing our domain expertise or continuing our geographic diversification

deploy human and financial resources to strengthen our technology leadership and allow us to continue to

transform our business model into one that is based less on tangible assets and more on intellectual

capital and

continuously improve quality and customer experience drive 3-4 percent annual cost productivity and

optimize end-to-end business processes
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By implementing the strategy above we seek to achieve our long-term financial goals that include revenue

growth of 6-8 percent double-digit EPS growth and 60 percent of our revenue outside the U.S

Our customers face the challenge of remaining globally cost competitive and automation can help them

achieve their productivity and sustainability objectives In addition increasingly complex and volatile customer

demand patterns drive the need for flexible manufacturing Our value proposition is to help our customers gain the

benefits of faster time to market lower total cost of ownership increase asset utilization and reduce business risks

Differentiation through Technology and Domain Expertise

We seek technology leadership position in all facets of control We believe our core technologies are the

foundation for long-term sustainable growth in excess of global Gross Domestic Product GDP growth

Our integrated control and information architecture with Logix at its core is capable of safely and efficiently

controlling industrial processes while connecting the plant floor to the enterprise systems and the external supply

chain This architecture is an important differentiator and the anchor of our comprehensive automation offering We

complement the scalable Logix platform with component-level control solutions suited for less complex machine

applications Investments in these technologies have expanded our served market beyond discrete control into

process safety and plant-wide information

We believe that process automation is the largest growth opportunity for our company Our Logix architecture

enables us to compete effectively with traditional Distributed Control Systems DCS providers for many process

applications

We have one of the most comprehensive safety offerings in the industry including both machine and process

safety products and solutions We see significant potential in the growing safety market We successfully integrated

safety into the Logix platform with our launch of GuardLogix safety controllers Our safety products are designed

to bring dual benefit to our customers safe environment for their employees and productivity in their operations

Through internal investment and acquisitions we have expanded our software and communication capabil

ities both of which are critical components of our integrated architecture and key to optimizing processes and assets

while integrating the plant floor the enterprise business system and the supply chain

Our broad power and motor control offering is one of our core competencies Many of our motor control

products are intelligent and configurable and can be integrated seamlessly with the Logix architecture These

products enhance the availability efficiency and safe operation of our customers critical and most energy-intensive

plant assets

We augment our product portfolio with solutions and service offerings We have expanded our portfolio of

repeatable solutions which enables us to gain efficiency drive innovation and improve the global deployment of

our solutions to our customers The combination of our leading technologies with the industry-specific domain

expertise of our people enables us to solve many of our customers manufacturing challenges

Global Expansion

As the manufacturing world continues to globalize we must be able to meet our customers needs in emerging

markets We expect to continue to add delivery resources and expand our sales force in emerging markets over the

long term We currently have approximately 60 percent of our employees outside the U.S and 49 percent of our

revenues outside of the U.S

As we expand in markets with considerable growth potential and shift our global footprint we expect to

continue to broaden the portfolio of products solutions and services that we provide to our customers in these

regions We have made significant investments to globalize our manufacturing product development and customer

facing resources in order to be closer to our customers throughout the world Growth in the emerging markets of

Asia-Pacific including China and India Latin America central and eastern Europe and Africa have the potential to

exceed global GDP growth rates due to higher levels of infrastructure investment and the growing impact of

consumer spending in these markets We believe that increased demand for consumer products in these markets will

lead to manufacturing investment and provide us with additional growth opportunities in the future
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Enhanced Market Access

OEMs represent
another growth opportunity The OEM market is large and we have an opportunity to increase

market share within it particularly outside of North America To remain competitive OEMs need to continually

improve their costs and machine performance and reduce their time to market Our modular and scalable Logix

offering particularly when combined with motion and safety can assist OEMs in addressing these business needs

We also continue to build out an improved portfolio for less complex OEM machines which helps to expand our

addressed market especially in emerging economies

We have developed powerful network of channel partners technology partners and commercial partners that

act as amplifiers to our internal capabilities and enable us to serve our customers needs around the world

Broad Range of Industries Served

We apply our knowledge of manufacturing applications to help customers solve their business challenges We

serve customers in wide range
of industries including consumer products resource-based and transportation

Our consumer products customers are engaged in the food and beverage home and personal care and life

sciences industries These customers needs include new capacity incremental capacity from existing facilities an

increasingly flexible manufacturing environment and regulatory compliance These customers operate in an

environment where product innovation and time to market are critical factors

We serve customers in resource-based industries including oil and gas mining aggregates cement metals

pulp and paper and water/wastewater Companies in these industries typically invest when commodity prices are

relatively high and global demand for basic materials is increasing

In the transportation industry factors such as geographic expansion investment in new model introductions

and more flexible manufacturing technologies influence customers automation purchasing decisions Our sales in

transportation are primarily to automotive and tire manufacturers

Outsourcing and Sustainability Trends

Demand for our products solutions and services across all industries benefits from the outsourcing and

sustainability needs of our customers Customers increasingly desire to outsource engineering services to achieve

more flexible cost base Our manufacturing application knowledge enables us to serve these customers globally

We help our customers meet their sustainability needs pertaining to energy efficiency environmental and

safety goals Higher energy prices have historically caused customers across all industries to invest in more energy-

efficient manufacturing processes
and technologies such as intelligent motor control and energy efficient solutions

and services In addition environmental and safety objectives often spur customers to invest to ensure compliance

and implement sustainable business practices

Acquisitions

Our acquisition strategy focuses on products solutions or services that will be catalytic to the organic growth

of our core offerings In March 2009 we bought majority of the assets and assumed certain liabilities of the

automation business of Rutter Hinz Inc which is expected to accelerate our business growth in Canada and in the

oil and gas and other resource-based industries In January 2009 we bought the assets and assumed certain

liabilities of Xian Hengsheng Science Technology Limited This acquisition advances our globalization strategy

and strengthens our ability to deliver project management and engineering solutions primarily to our customers in

China

During 2008 we acquired CEDES Safety Automation AG CEDES Incuity Software Inc Incuity and

Pavilion Technologies Inc Pavilion With our acquisition of CEDES we have expanded our comprehensive

machine safety component portfolio CEDES is supplier of safety and measuring light curtains leading product

offering in the machine safety market Incuity positions us for continued success in the information solutions

market Incuitys enterprise manufacturing intelligence offerings which we have named FactoryTalk Vantage

Point enable us to accelerate specific aspects of our plant-wide information strategy and extend the capabilities of
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our integrated architecture We believe that Pavilions expertise in advanced process control production optimi

zation and environmental compliance solutions paired with our Logix architecture positions us to help our

customers create more agile efficient and productive environment It also benefits in particular our process

growth initiative

We believe the acquired companies will help us expand our market share and deliver value to our customers

Continuous Improvement

Productivity and continuous improvement are important components of our culture We have programs in

place that drive ongoing process improvement functional streamlining material cost savings and manufacturing

productivity We are in the process of developing and implementing common global processes and an enterprise-

wide information system These are intended to improve profitability that can be used to fund investment in growth

and technology and to offset inflation Our ongoing productivity initiatives target both cost reduction and improved

asset utilization Charges for workforce reductions and facility rationalization may be required in order to

effectively execute our productivity programs

Industrial Economic Trends

In 2010 sales to U.S customers accounted for 51 percent of our total sales The various indicators we use to

gauge the direction and momentum of our U.S served markets include

The Industrial Production Index Total Index published by the Federal Reserve which measures the real

output of manufacturing mining and electric and gas utilities The Industrial Production Index is expressed

as percentage of real output in base year currently 2007 Historically there has been meaningful

correlation between the Industrial Production Index and the level of automation investment made by our

U.S customers in their manufacturing base

The Manufacturing Purchasing Managers Index PMI published by the Institute for Supply Management

ISM which is an indication of the current and near-term state of manufacturing activity in the

U.S According to the ISM PMI measure above 50 indicates that the U.S manufacturing economy is

generally expanding while measure below 50 indicates that it is generally contracting

Industrial Equipment Spending which is an economic statistic compiled by the Bureau of Economic

Analysis BEA This statistic provides insight into spending trends in the broad U.S industrial economy
This measure over the longer term has proven to demonstrate reasonable correlation with our domestic

growth

Capacity Utilization Total Industry which is an indication of plant operating activity published by the

Federal Reserve Historically there has been meaningful correlation between Capacity Utilization and

levels of U.S industrial production
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Fiscal 2010

Quarter ended

September 2010

June 2010

March 2010

December 2009

Fiscal 2009

Quarter ended

September 2009

June 2009

March 2009

December 2008

Fiscal 2008

Quarter ended

September 2008

June 2008

March 2008

December 2007

Note Economic indicators are subject to revisions by the issuing organizations

Non-U.S Regional Trends

87.6 52.4 147.1

85.9 45.3 150.8

88.2 36.4 157.1

92.6 32.5 185.7

95.9 43.2 196.5

98.4 50.0 197.2

99.9 49.1 195.3

100.0 48.7 191.9

In 2010 sales to non-U.S customers accounted for 49 percent of our total sales These customers include both

indigenous companies and multinational companies with expanding global presence In addition to the global

factors previously mentioned international demand particularly
in emerging markets has historically been driven

by the strength of the industrial economy in each region investments in infrastructure and expanding consumer

markets

We use changes in GDP as one indicator of the growth opportunities in each region where we do business GDP

either declined or grew slowly in all regions during fiscal 2009 contributing to reduced customer demand Signs

indicating economic growth in most regions began to appear
in the fourth fiscal quarter of 2009 and continued into

fiscal 2010 GDP growth in Asia-Pacific particularly the emerging countries including China and India continued

to exceed the global average while growth in the European region continues to be below average GDP growth in

Latin America accelerated during 2010 Continued improvement in the global economy seems to indicate that the

recovery is taking hold

The table below depicts the trends in these indicators from fiscal 2008 to 2010 The early part
of the industrial

recovery
has been stronger than we expected However high unemployment and relatively low levels of capacity

utilization continue to create uncertainty as to the pace of the recovery

Industrial

Equipment

PMI Spending
________

in billions

Industrial

Production

Index

93.3

92.2

90.6

Capacity

Utilization

percent

74.7

73.8

72.5

54.4

56.2

59.6

$165.0

161.6

146.8

89.1 54.9 146.4 71.1

69.9

68.5

70.5

74.3

77.2

79.4

80.7

81.1
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Revenue by Geographic Region

The table below presents our actual sales for the year ended September 30 2010 by geographic region and the

change in sales from the year ended September 30 2009 in millions except percentages

Change in

Change vs Organic Sales vs
Year Ended Year Ended Year Ended

September 30 September 30 September 30
20101 2009 20092

United States $2456.2 11% 11%

Canada 321.0 25% 7%

Europe Middle East and Africa 987.3 3% 2%

Asia-Pacific 724.3 25% 17%

Latin America 368.2 13% 11%

Total sales $4857.0 12% 10%

We attribute sales to the geographic regions based upon country of destination

Organic sales are sales excluding the effect of changes in currency exchange rates and acquisitions See Supplemental Sales Information

for information on this non-GAAP measure

Summary of Results of Operations

Sales in 2010 increased 12 percent compared to 2009 as an organic sales increase of 10 percent was enhanced

by benefits from currency translation of percentage points Product sales grew 22 percent year over year reflecting

improved maintenance repair operations MRO smaller capital projects and OEM demand Sales growth in our

solutions and services business lagged the recovery in product sales In the first half of 2010 solutions and services

sales declined year over year as consequence of declining order rates in the second half of fiscal 2009 Order rates

began to improve in the first half of fiscal 2010 resulting in year-over-year growth in solutions and services sales in

the second half of 2010 For the full year sales in our solutions and services business declined percent

Asia-Pacific was our best performing region as organic sales increased 17 percent compared to 2009 Latin

America and the United States also performed well as organic sales increased 11 percent in both regions year over

year Total sales in emerging markets increased 18 percent with an organic sales increase of 14 percent plus

percentage points from currency translation and acquisitions Emerging markets now represent over 20 percent of

total company sales

As consequence of the rapid and large declines in sales in fiscal 2009 due to the severe global recession we
took aggressive actions to adjust our cost structure including restructuring actions that were implemented

throughout 2009 temporary employee pay and benefit reductions and general reductions in discretionary spending

During 2010 these actions contributed approximately $120 million of benefit to our current year results consistent

with our expectations

Our favorable results and improved outlook for the full year caused us to reverse our temporary employee pay
cuts and restore the 401k company match effective January 2010 We also implemented wage and salary

increases for employees As result employee costs which also include performance-based compensation and

sales incentives increased by approximately $200 million and pension and postretirement expense increased by

$41 million in 2010 compared to 2009 In addition we spent approximately $50 million more related to customer

facing resources particularly in emerging markets and innovation in our products services and solutions offerings

in 2010
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The following tables reflect our sales and operating results for the
years

ended September 30 2010 2009 and

2008 in millions except per share amounts

Year Ended September 30

__________
2009

Sales

Architecture Software

Control Products Solutions
_______ _______ _______

Total
_______ _______ _______

Segment operating earnings ab
Architecture Software

Control Products Solutions

Purchase accounting depreciation and amortization

General corporate net

Interest expense

Special items
________ ________ ________

Income from continuing operations before income taxes

Provision for income taxes _______ _______ _______

Income from continuing operations

Income from discontinued operations _______ _______ _______

Net income _______ _______ _______

Diluted earnings per share

Continuing operations

Discontinued operations ________ ________ ________

Net income
________ ________ ________

Diluted weighted average outstanding shares _______ _______ _______

Information regarding how we define segment operating earnings is included in Note 18 in the Financial Statements

Segment operating earnings in 2009 includes restructuring charges of $60.4 million See Note 14 in the Financial Statements for information

about restructuring charges and
special

items

See Note 13 in the Financial Statements for description of items reported as discontinued operations

2010 2008

$2115.0 $1723.5 $2419.7

2742.0 2609.0 3278.1

$4857.0 $4332.5 $5697.8

475.4 223.0 584.7

241.8 206.7 440.5

18.9 18.6 24.2

93.6 80.3 77.2

60.5 60.9 68.2

4.0 46.7

544.2 273.9 808.9

103.8 56.0 231.3

440.4 217.9 577.6

23.9 2.8

464.3 220.7 577.6

3.05 1.53 3.89

0.17 0.02

3.22 1.55 3.89

144.0 142.4 148.1
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2010 Compared to 2009

in millions except per share amounts 2010 2009 Change

Sales $4857.0 $4332.5 $524.5

Income from continuing operations 440.4 217.9 222.5

Diluted earnings per share from continuing operations 3.05 1.53 1.52

Sales

Our sales increased $524.5 million or 12 percent from $4332.5 million in 2009 to $4857.0 million in 2010

An organic sales increase of 10 percent was enhanced by benefits from currency translation of percentage points

We had positive performance in our product businesses across all regions resulting from the recovery in worldwide

macroeconomic conditions and industrial production during 2010 Pricing contributed less than percentage point

to growth during the period

Organic sales to customers in the Asia-Pacific region increased 17 percent led by strength in the emerging

markets including China and India Organic sales increased 11 and percent in the United States and Canada

respectively Organic sales increased in Latin America by 11 percent as recent growth offset declines earlier in the

fiscal year Organic sales increased percent in EMEA as declines in our solutions and services businesses that

have been slower to recover offset growth in our product businesses

Sales growth in our solutions and services business lagged the recovery in product sales In the first half of

2010 solutions and services sales declined year over year as consequence of declining order rates in the second

half of fiscal 2009 Order rates began to improve in the first half of fiscal 2010 resulting in year-over-year growth in

solutions and services sales in the second half of 2010 For the full year sales in our solutions and services business

declined percent

During 2010 sales in all of our end markets improved as the year progressed For full-year 2010 the largest

sales increases were to customers in the transportation industry

Income from Continuing Operations before Income Taxes

Income from continuing operations before income taxes increased 102 percent from $217.9 million in 2009 to

$440.4 million in 2010 Our strong performance reflects continuing economic recovery Gross profit margin

increased by 3.7 points to 39.9 percent in 2010 Increased volume restructuring savings and favorable mix

contributed to the significant year-over-year margin improvement partially offset by cost increases related to

employee compensation pension and postretirement expense and incremental spending to support growth

We saved approximately $120 million in 2010 as compared to 2009 related to benefits realized from

restructuring actions taken in fiscal 2009 which was in line with our expectations We recorded $60 million less

of restructuring charges during 2010 compared to 2009 which also contributed to the year-over-year income

improvement These benefits were offset by increases of approximately $200 million for employee compensation

$41 million increase in pension and postretirement expense and $50 million incremental spending to support growth

in 2010 compared to 2009

Our Architecture Software segment contributed 44 percent of our total sales in 2010 compared to 40 percent

in 2009 During 2010 the Architecture Software segments operating margin was 22.5 percent The increase in

percentage of sales by our higher-margin Architecture Software segment caused positive mix effect on

operating margin

General corporate expenses were $93.6 million in 2010 compared to $80.3 million in 2009 The increase was

primarily due to higher employee costs resulting from wage and salary increases as well as performance-based

compensation Selling general and administrative expense as percentage of sales decreased by 0.9 points to

27.2 percent as volume increases outpaced spending increases
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Income Taxes

The effective tax rate for 2010 was 19.1 percent compared to 20.4 percent
in 2009 The 2010 and 2009 effective

tax rates were lower than the U.S statutory rate of 35 percent because we benefited from lower non-US tax rates

The 2010 rate was lower than 2009 because we benefited from higher proportionate share of income in lower

tax rate jurisdictions as compared to 2009 We also recognized discrete tax benefits of $27.2 million primarily

related to the favorable resolution of tax matters partially offset by discrete tax expenses of $9.6 million primarily

related to the impact of change in Mexican tax law and interest related to unrecognized tax benefits in 2010

During 2009 we also recognized discrete tax benefits of $20.5 million related to the retroactive extension of the

U.S federal research tax credit the resolution of contractual tax obligation and various state tax matters partially

offset by discrete tax expenses of $4.2 million related to non-U.S subsidiary

See Note 16 in the Financial Statements for complete reconciliation of the United States statutory tax rate to

the effective tax rate and more information on tax events in 2010 and 2009 affecting the respective tax rates

Discontinued Operations

Income from discontinued operations increased $21.1 million in 2010 compared to 2009 primarily due to

$21.3 million tax benefit resulting from the resolution of domestic tax matter relating to the January 2007 sale of

our Dodge mechanical and Reliance Electric motors and repair services businesses

Architecture Software

in millions except percentages
2010 2009 Change

Sales
$2115.0 $1723.5 $391.5

Segment operating earnings
475.4 223.0 252.4

Segment operating margin
22.5% 12.9% 9.6pts

Sales

Architecture Software sales increased 23 percent to $2115.0 million in 2010 compared to $1723.5 million

in 2009 Organic sales increased 20 percent and the effects of currency
translation contributed percentage points

to the total increase Substantially all of the organic sales increase was the result of an increase in volume due to

improving macroeconomic conditions in most regions and industries Pricing had only minor impact on revenue

during the period Canada and Latin America year-over-year sales increases were greater than the segment average

rate of increase while year-over-year sales increases to customers in the United States and Asia-Pacific were

consistent with the segment average rate of increase Year-over-year sales increases to customers in EMEA were

slightly below the segment average rate of increase Logix sales increased 25 percent in 2010 compared to 2009

Operating Margin

Architecture Software segment operating earnings were $475.4 million in 2010 up 113 percent from

$223.0 million in 2009 Operating margin increased 9.6 points to 22.5 percent in 2010 as compared to 2009 The

increase was predominantly due to volume increases as result of higher worldwide levels of industrial production

and capital spending by our customers Approximately half of the restructuring cost savings additional employee

compensation additional pension and postretirement expenses
and incremental spending to support growth

described above applied to the Architecture Software segment

Control Products Solutions

in millions except percentages
2010 2009 Change

Sales $2742.0 $2609.0 133.0

Segment operating earnings
241.8 206.7 35.1

Segment operating margin
8.8% 7.9% 0.9pts
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Sales

Control Products Solutions sales increased
percent to $2742.0 million in 2010 compared to $2609.0 mil

lion in 2009 Organic sales increased percent and the effects of currency translation and acquisitions contributed

percentage points and percentage point respectively The segments modest organic sales growth was primarily
attributable to robust growth in the products businesses in 2010 offset by declines in solutions and services sales

reflecting the decline in order rates that we experienced in the second half of 2009 While the decline in order rates

led to significant sales declines in the first half of 2010 order rates recovered and after the normal lag associated

with our solution and services sales we began to see revenue increases in these businesses in the second half of

2010 Asia-Pacific and Canada both reported double-digit year-over-year overall segment growth benefiting
$2.7 million and $12.2 million respectively from recent acquisitions EMEA reported year-over-year overall

segment sales declines during 2010 while sales in the United States and Latin America increased consistent with

the segment average The impact of pricing on the segments sales increase was insignificant

Operating Margin

Control Products Solutions segment operating earnings were $241.8 million in 2010 up 17 percent from
$206.7 million in the same period of 2009 Operating margin increased 0.9 points to 8.8 percent in 2010 as

compared to 2009 Approximately half of the restructuring cost savings additional employee compensation
additional pension and postretirement expenses and incremental spending to support growth described above

applied to the Control Products Solutions segment Positive mix attributable to the shift toward product sales from
solutions and services sales contributed to the margin improvement

2009 Compared to 2008

in millions except per share amounts 2009 2008 Change

Sales
$4332.5 $5697.8 1365.3

Income from continuing operations 217.9 577.6 359.7
Diluted earnings per share from continuing operations 1.53 3.89 2.36

Sales

Sales decreased 24 percent in 2009 compared to 2008 The effects of
currency translation contributed

percentage points to the decrease We experienced significant decline in customer demand during 2009 due to

deteriorating economic financial and credit market conditions in most regions and industries Sales to customers in

the United States declined 22 percent organically as compared to 2008 as plant shutdowns occurred and production
slowed across many industries The Canadian organic sales decline of 28 percent compared to 2008 was driven by
weakness in all industrial sectors including transportation and general manufacturing Sales to customers in EMEA
declined 19 percent organically compared to 2008 EMEA weakness occurred in all industries as well as in sales to

OEMs due to large number of plant shutdowns and production cutbacks Organic sales in Asia-Pacific declined by
11 percent compared to 2008 Korea and Japan contributed most to the decline in the region Organic sales in Latin
America declined by percent as compared to 2008 The Latin America region benefited from demand in resource-
based industries during the first two quarters of the year but experienced year-over-year organic sales declines in

the second half of the
year

In 2009 we experienced significant year-over-year declines in all of our end markets including transportation

metals and to lesser extent consumer products industries However the decline in process sales was lower than

our average rate of decline

Purchase Accounting Depreciation and Amortization

Purchase accounting depreciation and amortization was $18.6 million in 2009 compared to $24.2 million in

2008 The decrease was primarily due to completed amortization of certain intangible assets and currency
translation
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General Corporate Net

General corporate expenses were $80.3 million in 2009 compared to $77.2 million in 2008 The increase was

primarily due to increased charitable contributions and gain recognized in the first nine months of 2008 in

connection with the divestiture of Power Systems partially offset by cost reductions

Interest Expense

Interest expense was $60.9 million in 2009 compared to $68.2 million in 2008 The decrease was due to lower

interest rates and lower short-term debt balances

Income Taxes

The effective tax rate for 2009 was 20.4 percent compared to 28.6 percent in 2008 The 2009 and 2008 effective

tax rates were lower than the U.S statutory tax rate of 35 percent because we benefited from lower tax rates on

income outside the United States and in 2008 we benefited from the use of foreign tax credits

The 2009 rate was lower than 2008 because we benefited from lower proportionate share of income in higher

tax rate jurisdictions as compared to 2008 During 2009 we also recognized discrete tax benefits of $20.5 million

related to the retroactive extension of the U.S federal research tax credit the resolution of contractual tax

obligation and various state tax matters partially offset by discrete tax expenses of $4.2 million related to

non-U.S subsidiary

See Note 16 in the Financial Statements for complete reconciliation of the United States statutory tax rate to

the effective tax rate and more information on tax events in 2009 and 2008 affecting the respective tax rates

Income from Continuing Operations

Income from continuing operations decreased 62 percent in 2009 to $217.9 million compared to 2008 The

decrease is primarily due to our significant decline in sales volume Inflation the unfavorable impact of currency

exchange rates and restructuring charges also contributed to the decrease These items were partially offset by cost

reductions lower interest expense and lower effective tax rate

During 2009 we recorded restructuring charges of $60.4 million $41.8 million after tax or $0.29 per diluted

share related to actions designed to better align our cost structure with current economic conditions We recorded

$35.2 million of the restructuring charges as reduction of Architecture Software operating earnings and

$25.2 million as reduction of Control Products Solutions operating earnings Special items of $4.0 million in

2009 include the reversal of portion of restructuring accruals established in prior years

During 2008 we recorded restructuring charges of $50.7 million $34.0 million after tax or $0.23 per diluted

share related to actions designed to better align resources with growth opportunities and to reduce costs as result

of current and anticipated market conditions This charge was partially offset by the reversal of $4.0 million

$3.6 million net of tax or $0.02 per diluted share of severance accruals established as part of our 2007 restructuring

actions as employee attrition differed from our original estimates We recorded these net charges in special items in

2008

See Note 14 in the Financial Statements for more information on restructuring charges and special items

Architecture Software

in millions except percentages
2009 2008 Change

Sales $1723.5 $2419.7 696.2

Segment operating earnings
223.0 584.7 361.7

Segment operating margin 12.9% 24.2% 1l.3pts
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Sales

Architecture Software sales decreased 29 percent in 2009 compared to 2008 as plant shutdowns occurred

and production slowed across many industries Organic sales decreased 24 percent as the effects of
currency

translation contributed approximately percentage points to the decline We experienced year-over-year declines in

sales of this segment as result of the global recession and the short-cycle nature of this segments sales activities

Logix sales declined 17 percent in 2009 compared to 2008 while the decline in sales of our legacy processor

products was greater than the segments average rate of decline

Operating Margin

Architecture Software segment operating margin decreased by 11.3 points to 12.9 percent in 2009 compared
to 2008 The decrease was primarily due to significant declines in sales volume The unfavorable impact of

currency

exchange rates and restructuring charges also contributed to the decrease partially offset by cost reductions

Control Products Solutions

in millions except percentages 2009 2008 Change

Sales $2609.0 $3278.1 $669.l

Segment operating earnings 206.7 440.5 233.8

Segment operating margin 7.9% 13.4% 5.5pts

Sales

Control Products Solutions sales decreased 20 percent in 2009 compared to 2008 Organic sales decreased

15 percent as the effects of
currency translation contributed

percentage points to the decrease We experienced

significant year-over-year declines in sales by the products businesses of this segment as result of the global

recession and the short-cycle nature of these businesses sales activities Sales by our solutions and services

businesses declined at lower rate than the segments average rate of decline as we delivered solutions from our

backlog

Operating Margin

Control Products Solutions segment operating margin decreased by 5.5 points to 7.9 percent in 2009

compared to 2008 The decrease resulted primarily from significant declines in sales volume Inflation the

unfavorable impact of currency exchange rates and restructuring charges also contributed to the decrease which

was partially offset by cost reductions
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Financial Condition

The following is summary of our cash flows from operating investing and financing activities as reflected in

the Consolidated Statement of Cash Flows in millions

Year Ended September 30

2010 2009 2008

Cash provided by used for

Operating activities 494.0 526.4 596.8

Investing activities 89.0 132.4 220.7

Financing activities 241.4 307.4 442.8

Effect of exchange rate changes on cash 6.8 24.5 30.7

Cash provided by used for continuing operations 170.4 62.1 36.0

The following table summarizes free cash flow in millions

Cash provided by continuing operating activities 494.0 526.4 596.8

Capital expenditures of continuing operations 99.4 98.0 151.0

Tax payments related to the gain on divestiture of Power Systems 7.9

Excess income tax benefit from share-based compensation 16.1 2.4 4.6

Free cash flow 410.7 430.8 458.3

Our definition of free cash flow which is non-GAAP financial measure takes into consideration capital

investments required to maintain the operations of our businesses and execute our strategy Our accounting for

share-based compensation requires us to report the related excess income tax benefit as financing cash flow rather

than as an operating cash flow We have added this benefit back to our calculation of free cash flow in order to

generally classify cash flows arising from income taxes as operating cash flows In our opinion free cash flow

provides useful information to investors regarding our ability to generate cash from business operations that is

available for acquisitions and other investments service of debt principal dividends and share repurchases We use

free cash flow as one measure to monitor and evaluate performance Our definition of free cash flow may differ from

definitions used by other companies

Our definition of free cash flow excludes the operating cash flows and capital expenditures related to our

discontinued operations Operating investing and financing cash flows of our discontinued operations are presented

separately in our statement of cash flows Cash flows from the operating activities of our discontinued operations

are reported in our statement of cash flows net of their separately calculated income tax effects U.S federal and

state income taxes paid as result of the gain on sale of the principal businesses of our former Power Systems

operating segment have been classified within continuing operations consistent with the cash proceeds These taxes

paid in 2008 have been excluded from free cash flow to present free cash flow that is representative of the

performance of our continuing businesses

Free cash flow was source of $410.7 million for the year ended September 30 2010 compared to source of

$430.8 million for the year
ended September 30 2009 This decrease in free cash flow is primarily due to

discretionary pre-tax contribution of $150 million to our U.S pension trust and increased working capital partially

offset by improvements in current year earnings and reduced incentive compensation payments The working

capital increase was largely attributable to significant increases in inventory and accounts receivable and was

partially offset by an increase in accounts payable levels These changes restored working capital to levels reflective

of current demand The reduced incentive compensation payments were function of timing and varying levels of

earned incentives in 2009 compared to 2008 Incentive compensation payments generally occur in the first quarter

of the year following the year in which the incentive is earned Incentive compensation payments were lower than

normal in 2010 as difficult economic conditions resulted in reduced or zero earned incentives for 2009 in most of

our employee incentive compensation plans We will pay substantially all of the incentive compensation earned for

2010 performance in the first quarter of 2011
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In December 2007 we issued an aggregate of $500 million principal amount of our 5.65% notes due 2017 and

6.25% debentures due 2037 The debt offering yielded approximately $493.5 million of proceeds which were used

to repay at maturity our 6.15% notes due January 15 2008 and for general corporate purposes

Commercial paper is our principal source of short-term financing At September 30 2010 and 2009 we had no

commercial paper borrowings outstanding During 2010 we had no commercial paper borrowings outstanding

We repurchased approximately 2.2 million shares of our common stock in 2010 The total cost of these shares

was $120.0 million of which $1.2 million was recorded in accounts payable at September 30 2010 related to

19700 shares that did not settle until October 2010 In 2009 we repurchased approximately 1.7 million shares of

our common stock all of which occurred in October 2008 The total cost of these shares was $50.0 million Our

decision to repurchase stock in 2011 will depend on business conditions free cash flow generation other cash

requirements and stock price At September 30 2010 we had approximately $501.2 million remaining for stock

repurchases under our existing board authorization See Part II Item Market forthe Company Common Equity

Related Stockholder Matters and Issuer Purchases of Equity Securities for additional information regarding

share repurchases

We expect future uses of cash to include working capital requirements capital expenditures additional

contributions to our pension plans acquisitions of businesses dividends to shareowners repurchases of common

stock and repayments of debt We expect capital expenditures in 2011 to be about $120 million We expect to fund

these future uses of cash with combination of existing cash balances cash generated by operating activities

commercial paper borrowings or new issuance of debt or other securities

In addition to cash generated by operating activities we have access to existing financing sources including

the public debt markets and unsecured credit facilities with various banks Our debt-to-total-capital ratio was

38.3 percent at September 30 2010 and 40.7 percent at September 30 2009 This decrease is primarily due to the net

increase in shareowners equity

On March 16 2009 we replaced our former five-year $600.0 million unsecured revolving credit facility with

two new unsecured revolving credit facilities totaling $535.0 million each with an individual borrowing limit of

$267.5 million One facility has three-year term and the other facility had 364-day term On March 15 2010 we

replaced our former 364-day $267.5 million unsecured revolving credit facility with new 364-day $300.0 million

unsecured revolving credit facility increasing our current borrowing capacity under the two facilities to $567.5 mil

lion The new credit facility includes term-out option that allows us to borrow on March 14 2011 up to

$300.0 million as term loan for one year We have not drawn down under any of these credit facilities at

September 30 2010 or 2009 Borrowings under these credit facilities bear interest based on short-term money

market rates in effect during the period the borrowings are outstanding The terms of these credit facilities contain

covenants under which we would be in default if our debt-to-total-capital ratio was to exceed 60 percent We were in

compliance with all covenants under these credit facilities at September 30 2010 and 2009 Separate short-term

unsecured credit facilities of approximately $135.3 million at September 30 2010 were available to

non-U.S subsidiaries

The following is summary of our credit ratings as of September 30 2010

Short Term Long Term

Credit Rating Agency Rating Rating Outlook

Standard Poors A-i Stable

Moodys P-2 A3 Stable

Fitch Ratings Fl Stable

Among other uses we can draw on our credit facilities as standby liquidity facilities to repay our outstanding

commercial paper as it matures This access to funds to repay maturing commercial paper is an important factor in

maintaining the commercial
paper ratings set forth in the table above Under our current policy with respect to these

ratings we expect to limit our other borrowings under our credit facilities if any to amounts that would leave

enough credit available under the facilities so that we could borrow if needed to repay all of our then outstanding

commercial
paper as it matures
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Our ability to access the commercial paper market and the related costs of these borrowings are affected by the

strength of our credit rating and market conditions We have not experienced any difficulty in accessing the

commercial paper market to date If our access to the commercial paper market is adversely affected due to change

in market conditions or otherwise we would expect to rely on combination of available cash and our unsecured

committed credit facility to provide short-term funding In such event the cost of borrowings under our unsecured

committed credit facility could be higher than the cost of commercial paper borrowings

We regularly monitor the third-party depository institutions that hold our cash and cash equivalents Our

emphasis is primarily on safety and liquidity of principal and secondarily on maximizing yield on those funds We

diversify our cash and cash equivalents among counterparties to minimize exposure to any one of these entities

We enter into contracts to offset changes in the amount of future cash flows associated with certain third-party

sales and intercompany transactions denominated in foreign currencies forecasted to occur within the next two

years and to offset transaction gains or losses associated with some of our assets and liabilities that are denominated

in currencies other than their functional currencies resulting from intercompany loans and other transactions with

third parties denominated in foreign currencies Our foreign currency forward exchange contracts are denominated

in currencies of major industrial countries We diversify our foreign currency forward exchange contracts among

counterparties to minimize exposure to any one of these entities

Cash dividends to shareowners were $173.6 million in 2010 $1.22 per common share Cash dividends to

shareowners were $164.5 million in 2009 and $170.2 million in 2008 $1.16 per common share each year Our

current quarterly dividend rate is $0.35 per common share $1.40 per common share annually which is determined

at the sole discretion of our Board of Directors

summary of our projected contractual cash obligations at September 30 2010 are in millions

Payments by Period

Total 2011 2012 2013 2014 2015 Thereafter

Long-term debt and interest $2188.8 56.9 56.9 56.9 56.9 56.9 $1904.3

Minimum operating lease payments 341.5 71.7 57.1 42.4 34.1 27.4 108.8

Postretirement benefits 209.3 18.4 18.4 18.2 18.0 17.6 118.7

Pension funding contribution 35.7 35.7

Purchase obligations 119.2 34.3 15.5 11.3 11.1 7.5 39.5

Other long-term liabilities 85.2 18.7

Unrecognized tax benefits 92.9

Total $3072.6 $235.7 $147.9 $128.8 $120.1 $109.4 $2171.3

The amounts for long-term debt assume that the respective debt instruments will be outstanding until their scheduled maturity dates The

amounts include interest but exclude the unamortized discount of $45.2 million See Note in the Financial Statements for more

information regarding our long-term debt

Our postretirement plans are unfunded and are subject to change Amounts reported are estimates of future benefit payments to the extent

estimable

Amounts reported for pension funding contributions reflect current estimates of known commitments Contributions to our pension plans

beyond 2011 will depend on future investment performance of our pension plan assets changes in discount rate assumptions and

governmental regulations in effect at the time Amounts subsequent to 2011 are excluded from the summary above as these amounts cannot

be estimated with certainty The minimum contribution for our U.S pension plan as required by the Employee Retirement Income Security

Act ERISA is currently zero We may make additional contributions to this plan at the discretion of management

This item includes long-term obligations under agreements with various service providers

Other long-term liabilities include environmental liabilities net of related receivables asset retirement obligations and indemnifications

Amounts subsequent to 2011 are excluded from the summary above as we are unable to make reasonably reliable estimate of when the

liabilities will be paid

Amount for unrecognized tax benefits includes accrued interest and penalties We are unable to make reasonably reliable estimate of when

the liabilities for unrecognized tax benefits will be settled or paid
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Supplemental Sales Information

We translate sales of subsidiaries operating outside of the United States using exchange rates effective during

the respective period Therefore changes in currency rates affect our reported sales Sales by businesses we

acquired also affect our reported sales We believe that organic sales defined as sales excluding the effects of

changes in currency exchange rates and acquisitions which is non-GAAP financial measure provides useful

information to investors because it reflects regional performance from the activities of our businesses without the

effect of changes in currency rates or acquisitions We use organic sales as one measure to monitor and evaluate our

regional performance We determine the effect of changes in currency exchange rates by translating the respective

periods sales using the currency exchange rates that were in effect during the prior year We determine the effect of

acquisitions by excluding sales in the current period for which there are no sales in the comparable prior period

Organic sales growth is calculated by comparing organic sales to reported sales in the prior year We attribute sales

to the geographic regions based on the country of destination

The following is reconciliation of our reported sales to organic sales in millions

Year Ended

September 30
Year Ended September 30 2010 2009

Sales

Effect of Excluding

Changes in Changes in Effect of Organic

Sales Currency Currency Acquisitions Sales Sales

United States $2456.2 7.2 $2449.0 1.5 $2447.5 $2209.2

Canada 321.0 34.7 286.3 12.2 274.1 257.1

Europe Middle East and

Africa 987.3 1.2 986.1 986.1 962.1

Asia-Pacific 724.3 43.7 680.6 2.7 677.9 579.3

Latin America 368.2 9.0 359.2
_____

359.2 324.8

Total Company Sales $4857.0 $95.8 $4761.2 $16.4 $4744.8 $4332.5

Year Ended

September 30
Year Ended September 30 2009 2008

Sales

Effect of Excluding

Changes in Changes in Effect of Organic

Sales Currency Currency Acquisitions Sales Sales

United States $2209.2 14.8 $2224.0 5.1 $2218.9 $2850.8

Canada 257.1 41.9 299.0 11.9 287.1 396.4

Europe Middle East and

Africa 962.1 116.1 1078.2 3.9 1074.3 1319.0

Asia-Pacific 579.3 59.4 638.7 1.3 637.4 717.2

Latin America 324.8 64.6 389.4 389.4 414.4

Total Company Sales $4332.5 $296.8 $4629.3 $22.2 $4607.1 $5697.8
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The following is reconciliation of our reported sales by operating segment to organic sales in millions

Year Ended

September 30
Year Ended September 30 2010 2009

Sales

Effect of Excluding

Changes in Changes in Effect of Organic
Sales Currency Currency Acquisitions Sales Sales

Architecture Software $2115.0 $44.2 $2070.8 $2070.8 $1723.5

Control Products Solutions 2742.0 51.6 2690.4 16.4 2674.0 2609.0

Total Company Sales $4857.0 $95.8 $4761.2 $16.4 $4744.8 $4332.5

Year Ended

September 30
Year Ended September 30 2009 2008

Sales

Effect of Excluding

Changes in Changes in Effect of Organic
Sales Currency Currency Acquisitions Sales Sales

Architecture Software $1723.5 $116.7 $1840.2 6.9 $1833.3 $2419.7

Control Products Solutions 2609.0 180.1 2789.1 15.3 2773.8 3278.1

Total Company Sales $4332.5 $296.8 $4629.3 $22.2 $4607.1 $5697.8

Critical Accounting Policies and Estimates

We have prepared the consolidated financial statements in accordance with accounting principles generally

accepted in the United States which require us to make estimates and assumptions that affect the reported amounts

of assets and liabilities at the date of the consolidated financial statements and revenues and expenses during the

periods reported Actual results could differ from those estimates We believe the following critical accounting

policies could have the most significant effect on our reported results or require subjective or complex judgments by

management

Retirement Benefits

Pension Benefits

Pension costs and obligations are actuarially determined and are influenced by assumptions used to estimate

these amounts including the discount rate the expected rate of return on plan assets the assumed annual

compensation increase rate the retirement rate the mortality rate and the employee turnover rate Changes in
any of

the assumptions and the amortization of differences between the assumptions and actual experience will affect the

amount of pension expense in future periods

Our global pension expense in 2010 was $75.0 million compared to $32.7 million in 2009 Approximately
67 percent of our 2010 global pension expense relates to our U.S pension plan The actuarial assumptions used to

determine our 2010 U.S pension expense included the following discount rate of 6.20 percent compared to

6.75 percent for 2009 expected rate of return on plan assets of 8.00 percent compared to 8.00 percent for 2009
and an assumed long-term compensation increase rate of 4.30 percent compared to 4.20 percent for 2009

We changed our measurement date in 2009 from June 30 to September 30 as required by U.S GAAR We
recorded reduction in retained earnings of $8.2 million $5.3 million net of tax in the fourth quarter of 2009

related to this change

The Pension Protection Act of 2006 was signed into law in August 2006 The Internal Revenue Service IRS
issued final guidance with respect to certain

aspects of this law and our 2010 pension plan valuation has been

completed based on the final guidance Based on this valuation no minimum contributions were required in 2010

We estimate our pension expense will be approximately $90.9 million in 2011 an increase of approximately

$15.9 million from 2010 For 2011 our U.S discount rate will decrease to 5.60 percent The discount rate was set as
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of our September 30 measurement date and was determined by modeling portfolio of bonds that match the

expected cash flow of our benefit plans We have assumed U.S long-term compensation increase rate of

4.00 percent in 2011 We established this rate by analyzing all elements of compensation that are pension-eligible

earnings Our expected rate of return on U.S plan assets will remain at 8.00 percent In estimating the expected

return on plan assets we considered actual returns on plan assets over the long term adjusted for forward-looking

considerations such as inflation interest rates equity performance and the active management of the plans

invested assets We also considered our current and expected mix of plan assets in setting this assumption The

target allocations and ranges of expected return for our major categories of U.S plan assets are as follows

Target Expected

Asset Category
Allocations Return

Equity Securities 55% 9% 10%

Debt Securities 40% 4% 6%

Other 6% 11%

The financial markets rallied significantly in 2010 recovering some of the losses incurred during the financial

crisis of 2008 and 2009 The plans Equity Securities return exceeded the expected return range in 2010 largely due

to strong U.S equity returns The plans Debt Securities return also exceeded the expected return range in 2010 as

lower market interest rates resulted in higher bond values While the financial markets continue to experience

volatility we have not changed our expectation for long-term returns for the asset categories in which our plan

assets are invested Actual return for our portfolio of U.S plan assets has approximated 8.00 percent annualized for

the 15 years ended September 30 2010 and has exceeded 9.00 percent annualized for the 20 years ended

September 30 2010

The changes in our discount rate and return on plan assets have an inverse relationship with our net periodic

benefit cost The change in our discount rate also has an inverse relationship with our projected benefit obligation

The change in our compensation increase rate has direct relationship with our net periodic benefit cost and

projected benefit obligation The following chart illustrates the estimated change in benefit obligation and annual

net periodic pension cost assuming change of 25 basis points in the key assumptions for our U.S pension plans in

millions

Pension Benefits

Change in Change in Net

Projected Benefit Periodic Benefit

Obligation Cost

Discount rate $80.8 $7.6

Return on plan assets 5.1

Compensation increase rate 16.8 3.7

More information regarding pension benefits is contained in Note 12 in the Financial Statements

Other Postretirement Benefits

We estimate the costs and obligations for postretirement benefits other than pensions using assumptions

including the discount rate and for plans other than our primary U.S postretirement healthcare benefit program

expected trends in the cost for healthcare services Changes in these assumptions and differences between the

assumptions and actual experience will affect the amount of postretirement benefit expense recognized in future

periods The discount rate used to calculate our 2010 other postretirement benefits expense was 6.00 percent

compared to 6.50 percent in 2009 For 2011 the discount rate assumption for other postretirement benefit
expense

will decrease to 5.10 percent The discount rate was set as of our September 30 measurement date and was

determined by modeling portfolio of bonds that match the expected cash flow of our benefit plans

Effective October 2002 we amended our primary U.S postretirement healthcare benefit program in order to

mitigate our share of the increasing cost of postretirement healthcare services As result of this amendment our

obligation is less sensitive to increasing healthcare costs resulting from inflationary trends since January 2005
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We changed our measurement date in 2009 from June 30 to September 30 as required by U.S GAAP We
recorded reduction in retained earnings of $4.0 million $2.5 million net of tax in the fourth quarter of 2009

related to this change

Net periodic benefit cost in 2010 was $14.1 million compared to $15.8 million in 2009 We estimate net

periodic benefit cost will be approximately $9.5 million in 2011

More information regarding postretirement benefits is contained in Note 12 in the Financial Statements

Revenue Recognition

For approximately 85 percent of our consolidated sales we record sales when all of the following have

occurred an agreement of sale exists pricing is fixed or determinable collection is reasonably assured and product

has been delivered and acceptance has occurred as may be required according to contract terms or services have

been rendered

We recognize substantially all of the remainder of our sales as construction-type contracts using either the

percentage-of-completion or completed contract methods of accounting We record sales relating to these contracts

using the percentage-of-completion method when we determine that progress toward completion is reasonably and

reliably estimable we use the completed contract method for all others Under the percentage-of-completion

method we recognize sales and gross profit as work is performed using either the relationship between actual

costs incurred and total estimated costs at completion or iiunits-of-delivery Under the percentage-of-completion

method we adjust sales and gross profit for revisions of estimated total contract costs or revenue in the period the

change is identified We record estimated losses on contracts when they are identified

We use contracts and customer purchase orders to determine the existence of an agreement of sale We use

shipping documents and customer acceptance when applicable to verify delivery We assess whether the fee is

fixed or determinable based on the payment terms associated with the transaction and whether the sales price is

subject to refund or adjustment We assess collectibility based on the creditworthiness of the customer as

determined by credit evaluations and analysis as well as the customers payment history

Returns Rebates and Incentives

Our primary incentive program provides distributors with cash rebates or account credits based on agreed

amounts that vary depending on the customer to whom our distributor ultimately sells the product We also offer

various other incentive programs that provide distributors and direct sale customers with cash rebates account

credits or additional products and services based on meeting specified program criteria Certain distributors are

offered right to return product subject to contractual limitations

We record accruals for customer returns rebates and incentives at the time of revenue recognition based

primarily on historical experience Adjustments to the accrual may be required if actual returns rebates and

incentives differ from historical experience or if there are changes to other assumptions used to estimate the accrual

critical assumption used in estimating the accrual for our primary distributor rebate program is the time period

from when revenue is recognized to when the rebate is processed If the time period were to change by 10 percent

the effect would be an adjustment to the accrual of approximately $7.9 million

Returns rebates and incentives are recognized as reduction of sales if distributed in cash or customer account

credits Rebates and incentives are recognized in cost of sales for additional products and services to be provided
Accruals are reported as current liability in our balance sheet or where right of offset exists as reduction of

accounts receivable The accrual for customer returns rebates and incentives was $135.9 million at September 30
2010 and $116.1 million at September 30 2009 of which $16.4 million at September 30 2010 and $8.8 million at

September 30 2009 was included as an offset to accounts receivable

Reserves for Litigation Ckiims and Contingencies

We record liabilities for litigation claims and contingencies when an obligation is probable and when we have

basis to reasonably estimate the value of an obligation We also record liabilities for environmental matters based
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on estimates for known environmental remediation exposures The liabilities include accruals for sites we currently

own or operate or formerly owned or operated and third-party sites where we were determined to be potentially

responsible party At third-party environmental sites where more than one potentially responsible party has been

identified we record liability for our estimated allocable share of costs related to our involvement with the site as

well as an estimated allocable share of costs related to the involvement of insolvent or unidentified parties At

environmental sites where we are the only responsible party we record liability for the total estimated costs of

remediation We do not discount future expenditures for environmental remediation obligations to their present

value Environmental liability estimates may be affected by changing determinations of what constitutes an

environmental exposure or an acceptable level of cleanup To the extent that remediation procedures change

additional contamination is identified or the financial condition of other potentially responsible parties is adversely

affected the estimate of our environmental liabilities may change

Our reserve for environmental matters was $37.1 million net of related receivables of $25.0 million at

September 30 2010 and $33.4 million net of related receivables of $24.8 million at September 30 2009 Our

recorded liability for environmental matters relates almost entirely to businesses formerly owned by us legacy

businesses for which we retained the responsibility to remediate The nature of our current business is such that the

likelihood of new environmental exposures that could result in significant charge to earnings is low As result of

remediation efforts at legacy sites and limited new environmental matters we expect that gradually over long

period of time our environmental obligations will decline However changes in remediation procedures at existing

legacy sites or discovery of contamination at additional sites could result in increases to our environmental

obligations

Our principal self-insurance programs include product liability where we are self-insured up to specified

dollar amount Claims exceeding this amount up to specified limits are covered by policies issued by commercial

insurers We estimate the reserve for product liability claims using our claims experience for the periods being

valued Adjustments to the product liability reserves may be required to reflect emerging claims experience and

other factors such as inflationary trends or the outcome of claims The reserve for product liability claims was

$17.6 million at September 30 2010 and $16.8 million at September 30 2009

Various lawsuits claims and proceedings have been or may be instituted or asserted against us relating to the

conduct of our business As described in Part Item Legal Proceedings we have been named as defendant in

lawsuits alleging personal injury as result of exposure to asbestos that was used in certain components of our

products many years ago See Part Item for further discussion

We accrue for costs related to the legal obligation associated with the retirement of tangible long-lived asset

that results from the acquisition construction development or the normal operation of the long-lived asset The

obligation to perform the asset retirement activity is not conditional even though the timing or method may be

conditional Identified conditional asset retirement obligations include asbestos abatement and remediation of soil

contamination beneath current and previously divested facilities We estimate conditional asset retirement obli

gations using site-specific knowledge and historical industry expertise significant change in the costs or timing

could have significant effect on our estimates We recorded these liabilities in the Consolidated Balance Sheet

which totaled $7.9 million in other current liabilities and $22.7 million in other liabilities at September 30 2010 and

$2.9 million in other current liabilities and $23.9 million in other liabilities at September 30 2009

In conjunction with the sale of our Dodge mechanical and Reliance Electric motors and motor repair services

businesses we agreed to indemnify Baldor Electric Company for costs and damages related to certain legacy legal

environmental and asbestos matters of these businesses arising before January 31 2007 for which the maximum

exposure is capped at the amount received for the sale We estimate the potential future payments we could incur

under these indemnifications may approximate $20.6 million of which $6.4 million and $11.1 million has been

accrued in other current liabilities and $11.1 million and $11.3 million has been accrued in other liabilities at

September 30 2010 and 2009 respectively significant change in the costs or timing could have significant

effect on our estimates

More information regarding litigation claims and contingencies is contained in Note 17 in the Financial

Statements
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Income Taxes

We operate in numerous taxing jurisdictions and are subject to regular examinations by U.S Federal state and

foreign jurisdictions Additionally we have retained tax liabilities and the rights to tax refunds in connection with

various divestitures of businesses in prioryears Our income tax positions are based on research and interpretations

of the income tax laws and rulings in each of the jurisdictions in which we do business Due to the subjectivity of

interpretations of laws and rulings in each jurisdiction the differences and interplay in tax laws between those

jurisdictions as well as the inherent uncertainty in estimating the final resolution of complex tax audit matters our

estimates of income tax liabilities may differ from actual payments or assessments

While we have support for the positions we take on our tax returns taxing authorities may assert interpretations

of laws and facts and may challenge cross jurisdictional transactions Cross jurisdictional transactions between our

subsidiaries involving the transfer price for products services and/or intellectual property as well as various

U.S state tax matters comprise our more significant income tax exposures We recognized $6.7 million decrease

in shareowners equity as of October 2008 related to change in accounting for uncertain tax positions in

accordance with changes in U.S GAAP The gross liability for unrecognized tax benefits excluding interest and

penalties was recorded in other liabilities in the Consolidated Balance Sheet in the amount of $66.3 million at

September 30 2010 and $116.7 million at September 30 2009 The amount of net unrecognized tax benefits that

would reduce our effective tax rate for continuing operations if recognized was $9.5 million at September 30 2010

and $40.9 million at September 30 2009 In addition the amount of net unrecognized tax benefits that would be

reported in discontinued operations if recognized was $5.7 million at September 30 2010 and $26.7 million at

September 30 2009 We recognize interest and penalties related to unrecognized tax benefits in tax expense Total

accrued interest and penalties were $26.6 million at September 30 2010 and $27.6 million at September 30 2009

We believe it is reasonably possible that the amount of net unrecognized tax benefits could be reduced by up to

$29.7 million during the next 12 months as result of the resolution of worldwide tax matters and the lapses of

statutes of limitations

We recorded valuation allowance for portion of our deferred tax assets related to net operating loss tax

credit and capital loss carryforwards Carryforwards and certain temporary differences in the amount of

$26.7 million at September 30 2010 and $43.8 million at September 30 2009 based on the projected profitability

of the entity in the respective tax jurisdiction The valuation allowance is based on an evaluation of the uncertainty

that the Carryforwards and certain temporary differences will be realized Our income would increase if we

determine we will be able to use more Carryforwards or certain temporary differences than currently expected

At the end of each interim reporting period we estimate base effective tax rate that we expect for the full

fiscal year based on our most recent forecast of pretax income permanent book and tax differences and global tax

planning strategies We use this base rate to provide for income taxes on year-to-date basis excluding the effect of

significant unusual or extraordinary items and items that are reported net of their related tax effects We record the

tax effect of significant unusual or extraordinary items and items that are reported net of their tax effects in the

period in which they occur

More information regarding income taxes is contained in Note 16 in the Financial Statements

Recent Accounting Pronouncements

See Note in the Financial Statements regarding recent accounting pronouncements

Item 7A Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk during the normal course of business from changes in foreign currency

exchange rates and interest rates We manage exposure to these risks through combination of normal operating and

financing activities and derivative financial instruments in the form of foreign currency forward exchange contracts

We sometimes use interest rate swap contracts to manage the balance of fixed and floating rate debt
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Foreign Currency Risk

We are exposed to foreign currency risks that arise from normal business operations These risks include the

translation of local currency balances of foreign subsidiaries transaction gains and losses associated with

intercompany loans with foreign subsidiaries and transactions denominated in currencies other than locations

functional currency Our objective is to minimize our exposure to these risks through combination of normal

operating activities and the use of foreign currency forward exchange contracts Contracts are denominated in

currencies of major industrial countries The fair value of our foreign currency forward exchange contracts is an

asset of $28.2 million and liability of $20.4 million at September 30 2010 We enter into these contracts with

global financial institutions that we believe to be creditworthy

We do not enter into derivative financial instruments for speculative purposes We do not hedge our exposure to

the translation of reported results of foreign subsidiaries from local currency to U.S dollars In 2010 the relative

weakening of the U.S dollar versus foreign currencies had favorable impact on our revenues and results of

operations while in 2009 the relative strengthening of the U.S dollar had an unfavorable impact While future

changes in foreign currency exchange rates are difficult to predict our revenues and profitability may be adversely

affected if the U.S dollar strengthens relative to 2010 levels

Certain of our locations have assets and liabilities denominated in currencies other than their functional

currencies We enter into foreign currency forward exchange contracts to offset the transaction gains or losses

associated with some of these assets and liabilities For such assets and liabilities without offsetting foreign

currency forward exchange contracts 10 percent adverse change in the underlying foreign currency exchange

rates would reduce our pre-tax income by approximately $15 million

We record all derivatives on the balance sheet at fair value regardless of the purpose for holding them The use

of these contracts allows us to manage transactional exposure to exchange rate fluctuations as the gains or losses

incurred on the foreign currency forward exchange contracts will offset in whole or in part losses or gains on the

underlying foreign currency exposure Derivatives that are not designated as hedges for accounting purposes are

adjusted to fair value through earnings For derivatives that are hedges depending on the nature of the hedge

changes in fair value are either offset by changes in the fair value of the hedged assets liabilities or firm

commitments through earnings or recognized in other comprehensive loss until the hedged item is recognized in

earnings We recognize the ineffective portion of derivatives change in fair value in earnings immediately The

ineffective portion was not significant in 2010 and 2009 hypothetical 10 percent adverse change in underlying

foreign currency exchange rates associated with these contracts would not be significant to our financial condition

or results of operations

Interest Rate Risk

In addition to existing cash balances and cash provided by normal operating activities we use combination of

short-term and long-term debt to finance operations We are exposed to interest rate risk on certain of these debt

obligations

Our short-term debt obligations relate to commercial paper borrowings and bank borrowings We had no

outstanding commercial paper or bank borrowings at September 30 2010 and 2009 The weighted average interest

rate on our commercial paper borrowings was 0.6 percent during 2009 Due to the low level of variable-rate

borrowings in 2010 and 2009 interest rate changes would not have had material impact on interest expense

We had outstanding fixed rate long-term debt obligations with carrying values of $904.9 million at

September 30 2010 and $904.7 million at September 30 2009 The fair value of this debt was $1073.8 million

at September 30 2010 and $992.0 million at September 30 2009 The potential reduction in fair value on such

fixed-rate debt obligations from hypothetical 10 percent increase in market interest rates would not be material to

the overall fair value of the debt We currently have no plans to repurchase our outstanding fixed-rate instruments

before their maturity and therefore fluctuations in market interest rates would not have an effect on our results of

operations or shareowners equity
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Item Financial Statements and Supplementary Data

CONSOLIDATED BALANCE SHEET

in millions

September 30

2010 2009

Assets

Current Assets

Cash and cash equivalents 813.4 643.8

Receivables 859.0 726.3

Inventories 603.3 436.4

Deferred income taxes 170.2 174.4

Other current assets 140.7 153.9

Total current assets 2586.6 2134.8

Property net 536.9 532.5

Goodwill 912.5 913.2

Other intangible assets net 217.3 230.9

Deferred income taxes 324.5 307.6

Prepaid pension 28.3 30.7

Other assets 142.2 156.0

Total 4748.3 4305.7

Liabilities and Shareowners Equity

435.7 313.3

300.1 148.9

184.9 159.1

119.5 107.3

182.1 218.6

1222.3 947.2

904.9 904.7

923.4 848.9

237.3 288.5

181.4 181.4

1344.2 1304.8

2912.4 2667.2

841.2 727.5

2136.4 2109.5

1460.4 1316.4

4748.3 4305.7

Current Liabilities

Accounts payable

Compensation and benefits

Advance payments from customers and deferred revenue

Customer returns rebates and incentives

Other current liabilities

Total current liabilities

Long-term debt

Retirement benefits

Other liabilities

Commitments and contingent liabilities Note 17

Shareowners Equity

Common stock shares issued 181.4

Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Common stock in treasury at cost shares held 2010 39.7 2009 39.3

Total shareowners equity

Total

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF OPERATIONS

in millions except per share amounts

Year Ended September 30

2010 2009 2008

Sales

Products and solutions 4357.9 3886.7 5159.8

Services 499.1 445.8 538.0

4857.0 4332.5 5697.8

Cost of sales

Products and solutions 2576.2 2454.5 2985.1

Services 344.4 308.5 372.0

2920.6 2763.0 3357.1

Gross profit 1936.4 1569.5 2340.7

Selling general and administrative expenses 1323.3 1228.0 1482.1

Other expense income Note 15 8.4 6.7 18.5

Interest expense 60.5 60.9 68.2

Income from continuing operations before income taxes 544.2 273.9 808.9

Income tax provision Note 16 103.8 56.0 231.3

Income from continuing operations 440.4 217.9 577.6

Income from discontinued operations Note 13 23.9 2.8

Net income 464.3 220.7 577.6

Basic earnings per share

Continuing operations 3.09 1.54 3.94

Discontinued operations 0.17 0.02

Net income 3.26 1.56 3.94

Diluted earnings per share

Continuing operations 3.05 1.53 3.89

Discontinued operations 0.17 0.02

Net income 3.22 1.55 3.89

Weighted average outstanding shares

Basic 142.0 141.6 146.5

Diluted 144.0 142.4 148.1

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF CASH FLOWS

in millions

Year Ended September 30

2010 2009 2008

Continuing Operations

Operating Activities

Net income 464.3 220.7 577.6

Income from discontinued operations 23.9 2.8

Income from continuing operations 440.4 217.9 577.6

Adjustments to arrive at cash provided by operating activities

Depreciation 95.7 101.7 101.3

Amortization of intangible assets 31.6 32.4 35.2

Share-based compensation expense 36.3 27.8 32.5

Retirement benefit expense 89.1 48.5 44.0

Pension trust contributions 181.2 28.8 39.2
Deferred income taxes 57.5 14.7 16.1
Net loss gain on dispositions of securities and property 5.5 4.4 5.0
Income tax benefit from the exercise of stock options 0.6 0.1 0.2

Excess income tax benefit from share-based compensation 16.1 2.4 4.6
Changes in assets and liabilities excluding effects of acquisitions divestitures

and foreign currency adjustments

Receivables 131.7 228.2 16.0
Inventories 166.4 127.5 76.2
Accounts payable 117.2 101.1 49.0
Compensation and benefits 143.9 56.7 15.4

Income taxes 22.7 55.5 17.5
Other assets and liabilities 5.7 32.3 14.2

Cash Provided by Operating Activities 494.0 526.4 596.8

Investing Activities

Capital expenditures 99.4 98.0 151.0
Acquisition of businesses net of cash acquired 30.7 110.8
Proceeds from sales of property and business 6.3 4.0 7.7

Proceeds from sales of available for sale securities and short-term investments 4.1 4.8 36.3

Purchases of short-term investments 8.4
Other investing activities 4.1 2.9

Cash Used for Investing Activities 89.0 132.4 220.7

Financing Activities

Net repayments of short-term debt 100.0 73.1
Issuance of long-term debt 493.5

Repayments of long-term debt 351.3
Cash dividends 173.6 164.5 170.2
Purchases of treasury stock See Note 10 for non-cash financing activities 118.8 53.5 359.1
Proceeds from the exercise of stock options 35.2 11.3 13.2

Excess income tax benefit from the exercise of stock options 16.1 2.4 4.6

Other financing activities 0.3 3.1 0.4

Cash Used for Financing Activities 241.4 307.4 442.8

Effect of exchange rate changes on cash 6.8 24.5 30.7

Cash Provided by Used for Continuing Operations 170.4 62.1 36.0
Discontinued Operations
Cash Used for Discontinued Operating Activities 0.8 0.5 6.0

Cash Used for Discontinued Operations 0.8 0.5 6.0

Increase Decrease in Cash 169.6 61.6 42.0
Cash and Cash Equivalents at Beginning of Year 643.8 582.2 624.2

Cash and Cash Equivalents at End of Year 813.4 643.8 582.2

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF SHAREOWNERS EQUITY

in millions except per share amounts

Year Ended September 30

2010 2009 2008

Common Stock no shares issued during years

Beginning balance 181.4 216.4 216.4

Retirement of treasury shares Note 10 35.0 ________

Ending balance 181.4 181.4 216.4

Additional Paid-In Capital

Beginning balance 1304.8 1280.9 1247.5

Income tax benefits from share-based compensation 16.7 2.5 4.8

Share-based compensation expense 35.8 27.2 32.3

Other 13.1 5.8 3.7

Ending balance 1344.2 1304.8 1280.9

Retained Earnings

Beginning balance 2667.2 4486.1 4098.1

Net income 464.3 220.7 577.6

Cash dividends 2010 $1.22 per share 2009 and 2008 $1 .16 per

share 173.6 164.5 170.2

Retirement of treasury shares Note 10 1846.0

Shares delivered under incentive plans 45.5 21.3 12.2

Adjustment to adopt new accounting guidance related to defined benefit

and postretirement plans net of tax of $4.4 million Note 12 7.8

Adjustment to adopt new accounting guidance related to uncertain tax

positions gross of translation adjustment of $0.5 million 7.2

Ending balance 2912.4 2667.2 4486.1

Accumulated Other Comprehensive Loss

Beginning balance 727.5 319.0 169.7

Other comprehensive loss 113.7 408.5 149.3

Ending balance 841.2 727.5 319.0

Treasury Stock

Beginning balance 2109.5 3975.6 3649.5

Purchases 120.0 50.0 355.1

Retirement of treasury shares Note 10 1881.0

Shares delivered under incentive plans 93.1 35.1 29.0

Ending balance 2136.4 2109.5 3975.6

Total Shareowners Equity $1460.4 1316.4 $1688.8

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME LOSS
in millions

Net income

Other comprehensive loss

Unrecognized pension and postretirement benefit plan liabilities net of tax

benefit of $71.8 $193.8 and $89.5

Currency translation adjustments

Net change in unrealized gains and losses on cash flow hedges net of tax

expense of $5.0 $3.1 and $3.3

Net change in unrealized gains and losses on investment securities net of

tax ______

Other comprehensive loss _______

Comprehensive income loss ______

Year Ended September 30

2010 2009 2008

464.3 220.7 577.6

126.6 360.3

4.4 53.2

151.3

0.3

8.3 4.8 4.9

0.2 0.2 2.6

113.7 408.5 149.3

350.6 $187.8 428.3

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation and Accounting Policies

Rockwell Automation Inc the Company or Rockwell Automation is leading global provider of industrial

automation power control and information solutions that help manufacturers achieve competitive advantage for

their businesses

Basis of Presentation

Except as indicated amounts reflected in the consolidated financial statements or the notes thereto relate to our

continuing operations

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its wholly-

owned and controlled majority owned subsidiaries Intercompany accounts and transactions have been eliminated

in consolidation Investments in affiliates over which we do not have the ability to exert significant influence are

accounted for using the cost method of accounting These affiliated companies are not material individually or in the

aggregate to our financial position results of operations or cash flows

Use of Estimates

The consolidated financial statements have been prepared in accordance with accounting principles generally

accepted in the United States U.S GAAP which require us to make estimates and assumptions that affect the

reported amounts of assets and liabilities at the date of the consolidated financial statements and revenues and

expenses during the periods reported Actual results could differ from those estimates We use estimates in

accounting for among other items customer returns rebates and incentives allowance for doubtful accounts

excess and obsolete inventory share-based compensation acquisitions product warranty obligations retirement

benefits litigation claims and contingencies including environmental matters conditional asset retirement

obligations and contractual indemnifications and income taxes We account for changes to estimates and

assumptions prospectively when warranted by factually based experience

Revenue Recognition

Product and solution revenues consist of industrial automation power control and information hardware and

software products and custom-engineered systems Service revenues include multi-vendor customer technical

support and repair asset management and optimization consulting and training

For approximately 85 percent of our consolidated sales we record sales when all of the following have

occurred an agreement of sale exists pricing is fixed or determinable collection is reasonably assured and product

has been delivered and acceptance has occurred as may be required according to contract terms or services have

been rendered

We recognize substantially all of the remainder of our sales as construction-type contracts using either the

percentage-of-completion or completed contract method of accounting We record sales relating to these contracts

using the percentage-of-completion method when we determine that progress toward completion is reasonably and

reliably estimable we use the completed contract method for all others Under the percentage-of-completion

method we recognize sales and gross profit as work is performed using either the relationship between actual

costs incurred and total estimated costs at completion or iiunits-of-delivery Under the percentage-of-completion

method we adjust sales and gross profit for revisions of estimated total contract costs or revenue in the period the

change is identified We record estimated losses on contracts when they are identified

We use contracts and customer purchase orders to determine the existence of an agreement of sale We use

shipping documents and customer acceptance when applicable to verify delivery We assess whether the fee is

fixed or determinable based on the payment terms associated with the transaction and whether the sales price is
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Basis of Presentation and Accounting Policies Continued

subject to refund or adjustment We assess collectibility based on the creditworthiness of the customer as

determined by credit evaluations and analysis as well as the customers payment history

Shipping and handling costs billed to customers are included in sales and the related costs are included in cost

of sales in the Consolidated Statement of Operations

Returns Rebates and Incentives

Our primary incentive program provides distributors with cash rebates or account credits based on agreed

amounts that vary depending on the customer to whom our distributor ultimately sells the product We also offer

various other incentive programs that provide distributors and direct sale customers with cash rebates account

credits or additional products and services based on meeting specified program criteria Certain distributors are

offered right to return product subject to contractual limitations

We record accruals for customer returns rebates and incentives at the time of sale based primarily on historical

experience Returns rebates and incentives are recognized as reduction of sales if distributed in cash or customer

account credits Rebates and incentives are recognized in cost of sales for additional products and services to be

provided Accruals are reported as current liability in our balance sheet or where right of offset exists as

reduction of accounts receivable

Taxes on Revenue Producing Transactions

Taxes assessed by governmental authorities on revenue producing transactions including sales value added

excise and use taxes are recorded on net basis excluded from revenue

Cash and Cash Equivalents

Cash and cash equivalents include time deposits and certificates of deposit with original maturities of three

months or less at the time of purchase

Receivables

We record allowances for doubtful accounts based on customer-specific analysis and general matters such as

current assessments of past due balances and economic conditions Receivables are stated net of allowances for

doubtful accounts of $17.9 million at September 30 2010 and $21.8 million at September 30 2009 In addition

receivables are stated net of an allowance for certain customer returns rebates and incentives of $16.4 million at

September 30 2010 and $8.8 million at September 30 2009

Inventories

Inventories are stated at the lower of cost or market using the first-in first-out FIFO or average cost methods

Market is determined on the basis of estimated realizable values

Property

Property including internal use software is stated at cost We calculate depreciation of property using the

straight-line method over 15 to 40
years

for buildings and improvements to 14
years

for machinery and equipment

and to 10 years for computer hardware and internal use software We capitalize significant renewals and

enhancements and write off replaced units We expense maintenance and repairs as well as renewals of minor

amounts
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Basis of Presentation and Accounting Policies Continued

Intangible Assets

Goodwill and other intangible assets generally result from business acquisitions We account for business

acquisitions by allocating the purchase price to tangible and intangible assets acquired and liabilities assumed at

their fair values the excess of the purchase price over the allocated amount is recorded as goodwill

We review goodwill and other intangible assets with indefinite useful lives for impairment annually or more

frequently if events or circumstances indicate impairment may be present Any excess in carrying value over the

estimated fair value is charged to results of operations We perform an annual impairment test during the second

quarter of our fiscal year

We amortize certain customer relationships on an accelerated basis over the period of which we expect the

intangible asset to generate future cash flows We amortize all other intangible assets with finite useful lives on

straight-line basis over their estimated useful lives Useful lives assigned range from to 10 years for trademarks

to 20 years for customer relationships to 17 years for technology and to 30 years for other intangible assets

Intangible assets also include costs of software developed by our software business to be sold leased or

otherwise marketed Amortization of developed computer software products is calculated on product-by-product

basis as the greater of the unamortized cost at the beginning of the year times the ratio of the current year gross

revenue for product to the total of the current and anticipated future gross revenue for that product the straight-

line amortization over the remaining estimated economic life of the product or one-fourth of the total deferred

software cost for the project

Impairment of Long-Lived Assets

We evaluate the recoverability of the recorded amount of long-lived assets whenever events or changes in

circumstances indicate that the recorded amount of an asset may not be fully recoverable Impairment is assessed

when the undiscounted expected future cash flows derived from an asset are less than its carrying amount If we
determine that an asset is impaired we measure the impairment to be recognized as the amount by which the

recorded amount of the asset exceeds its fair value We report assets to be disposed of at the lower of the recorded

amount or fair value less cost to sell We determine fair value using discounted future cash flow analysis

Derivative Financial Instruments

We use derivative financial instruments in the form of foreign currency forward exchange contracts to manage

foreign currency risks We use foreign currency forward exchange contracts to offset changes in the amount of

future cash flows associated with certain third-party sale and intercompany transactions expected to occur within

the next two years cash flow hedges and changes in the fair value of certain assets and liabilities resulting from

intercompany loans and other transactions with third parties denominated in foreign currencies Our accounting

method for derivative financial instruments is based upon the designation of such instruments as hedges under

U.S GAAP It is our policy to execute such instruments with global financial institutions that we believe to be

creditworthy and not to enter into derivative financial instruments for speculative purposes All foreign currency

forward exchange contracts are denominated in currencies of major industrial countries

Foreign Currency Translation

We translate assets and liabilities of subsidiaries operating outside of the United States with functional

currency other than the U.S dollar into U.S dollars using exchange rates at the end of the respective period We
translate sales costs and expenses at average exchange rates effective during the respective period We report

foreign currency translation adjustments as component of other comprehensive loss Currency transaction gains

and losses are included in the results of operations in the period incurred
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Basis of Presentation and Accounting Policies Continued

Research and Development Expenses

We expense
research and development RD costs as incurred these costs were $198.9 million in 2010

$170.0 million in 2009 and $191.3 million in 2008 We include RD expenses in cost of sales in the Consolidated

Statement of Operations

Income Taxes

We account for uncertain tax positions by determining whether it is more likely than not that tax position will

be sustained upon examination based on the technical merits of the position For tax positions that meet the more-

likely-than-not recognition threshold we detennine the amount of benefit to recognize in the financial statements

Earnings Per Share

Beginning in fiscal 2010 we changed our accounting for earnings per share EPS as result of new accounting

guidance issued by the Financial Accounting Standards Board FASBThis resulted in reduction in earnings per

share of $0.01 in certain periods The guidance requires unvested share-based payment awards that contain non-

forfeitable rights to dividends or dividend equivalents whether paid or unpaid to be treated as participating

securities and included in the computation of earnings per share pursuant to the two-class method Our participating

securities are composed of unvested restricted stock and non-employee director restricted stock units

We present basic and diluted EPS amounts Basic EPS is calculated by dividing earnings available to common

shareowners which is income excluding the allocation to participating securities by the weighted average
number

of common shares outstanding during the year Diluted EPS amounts are based upon the weighted average number

of common and common equivalent shares outstanding during the year We use the treasury stock method to

calculate the effect of outstanding share-based compensation awards which requires us to compute total employee

proceeds as the sum of the amount the employee must pay upon exercise of the award the amount of

unearned share-based compensation costs attributed to future services and the amount of tax benefits if any that

would be credited to additional paid-in capital assuming exercise of the award Share-based compensation awards

for which the total employee proceeds of the award exceed the average market price of the same award over the

period have an antidilutive effect on EPS and accordingly we exclude them from the calculation Antidilutive

share-based compensation awards for the years ended September 30 2010 4.9 million shares 2009 7.5 million

shares and 2008 2.8 million shares were excluded from the diluted EPS calculation
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Basis of Presentation and Accounting Policies Continued

The following table reconciles basic and diluted EPS amounts in millions except per share amounts

2010 2009 2008

Income from continuing operations $440.4 $217.9 $577.6

Less Allocation to participating securities 1.0 0.5 1.1

Income from continuing operations available to common shareowners $439.4 $217.4 $576.5

Income from discontinued operations 23.9 2.8

Less Allocation to participating securities 0.1

Income from discontinued operations available to common shareowners 23.8 2.8

Net income $464.3 $220.7 $577.6

Less Allocation to participating securities 1.1 0.5 1.1

Net income available to common shareowners $463.2 $220.2 $576.5

Basic weighted average outstanding shares 142.0 141.6 146.5

Effect of dilutive securities

Stock options 1.7 0.7 1.6

Performance shares 0.3 0.1

Diluted weighted average outstanding shares 144.0 142.4 148.1

Basic earnings per share

Continuing operations 3.09 1.54 3.94

Discontinued operations 0.17 0.02
______

Net income 3.26 1.56 3.94

Diluted earnings per share

Continuing operations 3.05 1.53 3.89

Discontinued operations 0.17 0.02
_____

Net income 3.22 1.55 3.89

Share-Based Compensation

We recognize share-based compensation expense on grants of share-based compensation awards generally on

straight-line basis over the service period of each award recipient

Product and Workers Compensation Liabilities

We record accruals for product and workers compensation claims in the period in which they are probable and

reasonably estimable Our principal self-insurance programs include product liability and workers compensation
where we self-insure up to specified dollar amount Claims exceeding this amount up to specified limits are

covered by policies purchased from commercial insurers We estimate the liability for the majority of the self

insured claims using our claims experience for the periods being valued

Environmental Matters

We record accruals for environmental matters in the period in which our responsibility is probable and the cost

can be reasonably estimated We make changes to the accruals in the periods in which the estimated costs of

remediation change At third-party environmental sites for which more than one potentially responsible party has
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Basis of Presentation and Accounting Policies Continued

been identified we record liability for our estimated allocable share of costs related to our involvement with the

site as well as an estimated allocable share of costs related to the involvement of insolvent or unidentified parties At

environmental sites for which we are the only responsible party we record liability for the total estimated costs of

remediation We do not discount to their present value future expenditures for environmental remediation

obligations If we determine that recovery from insurers or other third parties is probable we record receivable

for the estimated recovery

Conditional Asset Retirement Obligations

We accrue for costs related to legal obligation associated with the retirement of tangible long-lived asset

that results from the acquisition construction development or the normal operation of the long-lived asset The

obligation to perform the asset retirement activity is not conditional even though the timing or method may be

conditional

Recent Accounting Pronouncements

In December 2009 the FASB issued new accounting guidance for how company determines when an entity

that is insufficiently capitalized or is not controlled through voting rights should be consolidated The determination

of whether company is required to consolidate an entity is based on among other things the entitys purpose and

design and the companys ability to direct the activities of the entity that most significantly impact the entitys

economic performance We adopted this guidance effective October 2010 and it will not have material effect on

our financial statements and related disclosures

In June 2009 the FASB issued new guidance on accounting for transfers of financial assets that requires

entities to provide more information regarding sales of securitized financial assets and similar transactions

particularly if the entity has continuing exposure to the risks related to transferred financial assets The guidance

eliminates the concept of qualifying special purpose entity changes the requirements for derecognizing

financial assets and requires additional disclosures We adopted this guidance effective October 2010 and it will

not have material effect on our financial statements and related disclosures

In December 2008 the FASB issued new accounting guidance that expands disclosures about plan assets of

defined benefit pension or other postretirement plans The expanded disclosures include how investment allocation

decisions are made major categories of plan assets inputs and valuation techniques used to measure the fair value

of plan assets the effect of fair value measurements using significant unobservable inputs on changes in plan assets

and significant concentrations of risk within plan assets We adopted this guidance and expanded our relevant

disclosures as of September 30 2010 See Note 12

Acquisitions and Divestitures

Acquisitions

In 2009 our Control Products Solutions segment acquired the assets and assumed certain liabilities of Xian

Hengsheng Science Technology Company Limited Hengsheng Hengsheng delivers automation solutions to the

electrical power and other heavy process industries in central and western China Our Control Products Solutions

segment also acquired majority of the assets and assumed certain liabilities of the automation business of Rutter

Hinz Inc Hinz Hinz offers industrial control systems engineering and related support with domain expertise in

industrial automation process
control and power distribution for the oil and gas industry and other resource-based

industries The aggregate purchase price of these two acquisitions was $30.7 million We recorded goodwill of

$13.6 million and intangible assets of $8.8 million resulting from the final purchase price allocations of Hengsheng

and Hinz Intangible assets assigned include $6.3 million to customer relationships 10-year weighted average

useful life $1.2 million to technology 8-year weighted average
useful life and $1.3 million to other intangible
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Acquisitions and Divestitures Continued

assets 4-year weighted average
useful life We expect $5.9 million of the goodwill to be deductible for tax

purposes

During 2008 our Architecture Software segment acquired CEDES Safety Automation AG CEDES
Incuity Software Inc Incuity and Pavilion Technologies Inc Pavilion The aggregate purchase price of these

three acquisitions was $112.9 million in cash

We acquired CEDES in May 2008 Swiss-based CEDES is supplier of safety and measuring light curtains as

well as other safety and non-safety optoelectronics control units and related accessories for industrial applications

We also acquired Incuity which is supplier of Enterprise Manufacturing Intelligence EMI software in May
2008 Incuitys software provides real-time intelligence for business decision support to improve operations and

reduce production waste by providing valuable management insight into companys operations We acquired

Pavilion company that is recognized leader in advanced
process control production optimization and

environmental compliance solutions for process and hybrid industries in November 2007

We recorded intangible assets of $43.1 million and goodwill of $69.3 million resulting from the final purchase

price allocations of the CEDES Incuity and Pavilion acquisitions Intangible assets assigned include $34.0 million

to technology 15-year weighted average useful life $6.6 million to customer relationships 9-year weighted

average useful life and $2.5 million to other intangible assets 4-year weighted average useful life We assigned

the full amount of goodwill to our Architecture Software segment None of the goodwill recorded is expected to

be deductible for tax purposes

The results of operations of the acquired businesses have been included in our Consolidated Statement of

Operations since the dates of acquisition Pro forma financial information and allocation of the purchase price is not

presented as the individual effects of these acquisitions are not material to our results of operations and financial

position

Divestitures

On January 31 2007 we divested our Dodge mechanical and Reliance Electric motors and motor repair

services businesses to Baldor These were the principal businesses of our former Power Systems operating segment

See Note 13 for more information

Goodwill and Other Intangible Assets

The changes in the canying amount of goodwill for the years ended September 30 2010 and 2009 were in

millions

Control

Architecture Products

Software Solutions Total

Balance as of September 30 2008 $396.6 $518.4 $915.0

Acquisition of businesses 14.2 14.2

Translation and other 9.8 6.2 16.0

Balance as of September 30 2009 386.8 526.4 913.2

Translation and other 1.3 0.6 0.7

Balance as of September 30 2010 $385.5 $527.0 $912.5
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Goodwill and Other Intangible Assets Continued

Other intangible assets consist of in millions

September 30 2010

Carrying Accumulated

Amount Amortization Net

Amortized intangible assets

Computer software products $160.1 $107.3 52.8

Customer relationships 59.6 16.6 43.0

Technology 83.8 38.0 45.8

Trademarks 32.5 7.6 24.9

Other 23.6 16.5 7.1

Total amortized intangible assets 359.6 186.0 173.6

Intangible assets not subject to amortization 43.7 43.7

Total $403.3 $186.0 $217.3

September 30 2009

Carrying Accumulated

Amount Amortization Net

Amortized intangible assets

Computer software products $140.9 93.7 47.2

Customer relationships
59.8 10.8 49.0

Technology 84.2 32.0 52.2

Trademarks 9.4 4.2 5.2

Other 24.3 14.2 10.1

Total amortized intangible assets 318.6 154.9 163.7

Intangible assets not subject to amortization 67.2 67.2

Total $385.8 $154.9 $230.9

Computer software products represent costs of computer software to be sold leased or otherwise marketed

Computer software products amortization expense was $13.6 million in 2010 $15.8 million in 2009 and

$14.5 million in 2008

The Allen-Bradley trademark has an indefinite life and therefore is not subject to amortization During 2010

we determined that the ICS TriplexTM trademark no longer has an indefinite life and on January 2010 we began

amortizing the asset over its estimated useful life of 10 years using the straight-line method

Estimated amortization expense is $34.1 million in 2011 $31.8 million in 2012 $25.6 million in 2013

$20.7 million in 2014 and $16.0 million in 2015

We performed the annual evaluation of our goodwill and indefinite life intangible assets for impairment during

the second quarter of 2010 and concluded these assets are not impaired
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Inventories

Inventories consist of in millions

September 30

2010 2009

Finished goods $244.2 $166.4

Work in process 144.1 109.1

Raw materials parts and supplies 215.0 160.9

Inventories $603.3 $436.4

We report inventories net of the allowance for excess and obsolete inventory of $46.3 million at September 30
2010 and $53.2 million at September 30 2009

Property net

Property consists of in millions

September 30

2010 2009

Land 4.8 4.7

Buildings and improvements 270.4 276.7

Machinery and equipment 1034.0 1116.4

Internal-use software 352.9 324.8

Construction in progress 60.3 36.5

Total 1722.4 1759.1

Less accumulated depreciation 1185.5 1226.6

Property net 536.9 532.5

Long-term and Short-term Debt

Long-term debt consists of in millions

September 30

2010 2009

5.65% notes payable in 2017 $250.0 $250.0

6.70% debentures payable in 2028 250.0 250.0

6.25% debentures payable in 2037 250.0 250.0

5.20% debentures payable in 2098 200.0 200.0

Unamortized discount and other 45.1 45.3

Long-term debt $904.9 $904.7

On March 16 2009 we replaced our former five-year $600.0 million unsecured revolving credit facility with

two new unsecured revolving credit facilities totaling $535.0 million each with an individual borrowing limit of

$267.5 million One facility has three-year term and the other facility had 364-day term On March 15 2010 we

replaced our former 364-day $267.5 million unsecured revolving credit facility with new 364-day $300.0 million

unsecured revolving credit facility increasing our current borrowing capacity under the two facilities to $567.5 mil

lion The new credit facility includes term-out option that allows us to borrow on March 14 2011 up to

$300.0 million as term loan for one year We have not drawn down under any of these credit facilities at

September 30 2010 or 2009 Borrowings under these credit facilities bear interest based on short-term money
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market rates in effect during the period the borrowings are outstanding The terms of these credit facilities contain

covenants under which we would be in default if our debt-to-total-capital ratio was to exceed 60 percent We were in

compliance with all covenants under these credit facilities at September 30 2010 and 2009 Separate short-term

unsecured credit facilities of approximately $135.3 million at September 30 2010 were available to non-U.S sub

sidiaries There were no significant commitment fees or compensating balance requirements under any of our credit

facilities Borrowings under our credit facilities during fiscal 2010 and 2009 were not significant

Our short-term debt obligations primarily relate to commercial paper borrowings At September 30 2010 and

2009 we had no commercial paper borrowings outstanding

Interest payments were $59.4 million during 2010 $62.8 million during 2009 and $63.4 million during 2008

Other Current Liabilities

Other current liabilities consist of in millions

September 30

2010 2009

Unrealized losses on foreign exchange contracts Note 18.9 19.1

Product warranty obligations Note 37.3 32.1

Taxes other than income taxes 33.3 30.3

Accrued interest 15.6 15.6

Restructuring and special items Note 14 9.9 60.8

Income taxes payable 20.6

Other 46.5 60.7

Other current liabilities $182.1 $218.6

Product Warranty Obligations

We record liability for product warranty obligations at the time of sale to customer based upon historical

warranty experience Most of our products are covered under warranty period that runs for twelve months from

either the date of sale or from installation to customer We also record liability for specific warranty matters

when they become known and reasonably estimable Our product warranty obligations are included in other current

liabilities in the Consolidated Balance Sheet

Changes in product warranty obligations are in millions

September 30

2010 2009

Balance at beginning of period 32.1 33.5

Warranties recorded at time of sale 41 .0 33.2

Adjustments to pre-existing warranties 1.8 1.1

Settlements of warranty claims 34.0 33.5

Balance at end of period
37.3 32.1

Derivative Instruments and Fair Value Measurement

We use foreign currency forward exchange contracts to manage certain foreign currency
risks We enter into

these contracts to offset changes in the amount of future cash flows associated with certain third-party and

intercompany transactions denominated in foreign currencies forecasted to occur within the next two years cash
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flow hedges Certain of our locations have assets and liabilities denominated in currencies other than their

functional currencies resulting from intercompany loans and other transactions with third parties denominated in

foreign currencies We also enter into foreign currency forward exchange contracts that we do not designate as

hedging instruments to offset the transaction gains or losses associated with some of these assets and liabilities

We recognize all derivative financial instruments as either assets or liabilities at fair value in the Consolidated

Balance Sheet We report in other comprehensive loss the effective portion of the gain or loss on derivative financial

instruments that we designate and that qualify as cash flow hedges We reclassify these gains or losses into earnings

in the same periods when the hedged transactions affect earnings Gains and losses on derivative financial

instruments for which we do not elect hedge accounting are recognized in the Consolidated Statement of Operations

in each period based upon the change in the fair value of the derivative financial instruments

It is our policy to execute such instruments with global financial institutions that we believe to be creditworthy

and not to enter into derivative financial instruments for speculative purposes We diversify our forward exchange

contracts among counterparties to minimize
exposure to any one of these entities All forward exchange contracts

are denominated in currencies of major industrial countries We value our forward exchange contracts using

market approach We use an internally developed valuation model based on inputs including forward and spot prices

for
currency

and interest rate curves We did not change our valuation techniques during fiscal 2010 The notional

values of our forward exchange contracts outstanding at September 30 2010 were $718.1 million of which

$375.3 million were designated as cash flow hedges Contracts with the most significant notional values relate to

transactions denominated in the United States dollar British pound sterling and euro

U.S GAAP defines fair value as the price that would be received for an asset or paid to transfer liability exit

price in an orderly transaction between market participants in the principal or most advantageous market for the

asset or liability U.S GAAP also classifies the inputs used to measure fair value into the following hierarchy

Level Quoted prices in active markets for identical assets or liabilities

Level Quoted prices in active markets for similar assets or liabilities quoted prices for identical or similar

assets or liabilities in markets that are not active or inputs other than quoted prices that are observable for

the asset or liability

Level Unobservable inputs for the asset or liability

Assets and liabilities measured at fair value on recurring basis and their location in our Consolidated Balance

Sheet were in millions

Fair Value Level

Balance Sheet September 30 September 30
Derivatives Designated as Hedging Instruments Location 2010 2009

Forward exchange contracts Other current assets 9.9 4.1

Forward exchange contracts Other assets 2.7 1.7

Forward exchange contracts Other current liabilities 8.5 12.2

Forward exchange contracts Other liabilities 1.5 3.6

Total $2.6 $l0.0
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Fair Value Level

Balance Sheet September 30 September 30
Derivatives Not Designated as Hedging Instruments Location 2010 2009

Forward exchange contracts Other current assets 15.6 $20.9

Forward exchange contracts Other assets 9.7

Forward exchange contracts Other current liabilities 10.4 6.9

Forward exchange contracts Other liabilities 5.8

Total 5.2 $17.9

The pre-tax amount of gains losses recorded in other comprehensive loss related to forward exchange

contracts designated as cash flow hedges that would have been recorded in the Consolidated Statement of

Operations had they not been so designated as cash flow hedges was in millions

2010 2009 2008

Forward exchange contracts $9.0 $12.0 $17.5

Approximately $1.5 million $1.0 million net of tax of net unrealized gains on cash flow hedges as of

September 30 2010 will be reclassified into earnings during the next 12 months We expect that these net unrealized

gains will be offset when the hedged items are recognized in earnings

The pre-tax amount of losses gains reclassified from accumulated other comprehensive loss into the

Consolidated Statement of Operations related to derivative forward exchange contracts designated as cash flow

hedges which offset the related gains and losses on the hedged items during the periods presented was

2010 2009 2008

Sales $2.2 7.2 0.1

Cost of sales 2.2 3.1 25.8

Total $4.4 $4.1 $25.7

The amount recognized in earnings as result of ineffective cash flow hedges was not significant

The pre-tax amount of losses gains from forward exchange contracts not designated as hedging instruments

recognized in the Consolidated Statement of Operations during the periods presented was

2010 2009 2008

Other expense income $15.8 $11.7 $3.3

Cost of sales 0.4 0.1

Total $16.2 $11.6 $3.3

We also hold financial instruments consisting of cash accounts receivable accounts payable short-term debt

and long-term debt The carrying value of our cash accounts receivable accounts payable and short-term debt as

reported in our Consolidated Balance Sheet approximates fair value We base the fair value of long-term debt upon

quoted market prices for the same or similar issues The following is summary of the carrying value and fair value

of our long-term debt in millions

September 30 September 30
2010 2009

Carrying Fair Carrying Fair

Value Value Value Value

Long-term debt $904.9 $1073.8 $904.7 $992.0
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Common Stock

At September 30 2010 the authorized stock of the Company consisted of one billion shares of common stock

par value $1.00 per share and 25 million shares of preferred stock without par value In 2009 we retired 35 million

shares of common stock that we held in our treasury These shares are now designated as authorized and unissued

At September 30 2010 19.8 million shares of common stock were reserved for various incentive plans

Changes in outstanding common shares are summarized as follows in millions

2010 2009 2008

Beginning balance 142.1 143.2 149.4

Treasury stock purchases 2.2 1.7 6.7

Shares delivered under incentive plans 1.8 ft6

Ending balance 141.7 142.1 143.2

During September 2010 we repurchased 19700 shares of common stock for $1.2 million that did not settle

until October 2010 During September 2008 we repurchased 0.1 million shares of common stock for $3.5 million

that did not settle until October 2008 These outstanding purchases were recorded in accounts payable at

September 30 2010 and 2008

Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss consists of in millions

September 30

2010 2009

Unrecognized pension and postretirement benefit plan liabilities Note 12 $854.9 $728.3

Accumulated
currency

translation adjustments 12.1 7.7

Net unrealized gains losses on cash flow hedges 1.3 7.0

Unrealized gains on investment securities 0.3 0.1

Accumulated other comprehensive loss $841.2 $727.5

11 Share-Based Compensation

During 2010 2009 and 2008 we recognized $36.3 million $27.8 million and $32.5 million in share-based

compensation expense respectively The total income tax benefit related to share-based compensation was

$11.9 million during 2010 $9.1 million during 2009 and $11.0 million during 2008 We recognize compensation

expense on grants of share-based compensation awards on straight-line basis over the service period of each award

recipient As of September 30 2010 total unrecognized compensation cost related to share-based compensation

awards was $33.6 million net of estimated forfeitures which we expect to recognize over weighted average

period of approximately 1.7 years

Our 2008 Long-Term Incentives Plan as amended 2008 Plan authorizes us to deliver up to 11.2 million

shares of our common stock upon exercise of stock options or upon grant or in payment of stock appreciation rights

performance shares performance units restricted stock units and restricted stock Our 2003 Directors Stock Plan as

amended authorizes us to deliver up to 0.5 million shares of our common stock upon exercise of stock options or

upon grant of shares of our common stock and restricted stock units Shares relating to awards under our 2008 Plan

or our 2000 Long-Term Incentives Plan that terminate by expiration forfeiture cancellation or otherwise without

the issuance or delivery of shares will be available for further awards under the 2008 Plan Approximately

6.7 million shares under our 2008 Plan and 0.3 million shares under our 2003 Directors Stock Plan remain available

for future grant or payment at September 30 2010 After September 30 2010 0.1 million potential shares to be
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delivered under performance share awards were cancelled under the 2000 Plan and are now available for future

awards under the 2008 Plan We use treasury stock to deliver shares of our common stock under these plans Our

2008 Plan does not permit share-based compensation awards to be granted after February 2018

Stock Options

We have granted non-qualified and incentive stock options to purchase our common stock under various

incentive plans at prices equal to the fair market value of the stock on the grant dates The exercise price for stock

options granted under the plans may be paid in cash shares of common stock or combination of cash and shares

Stock options expire ten years after the grant date and vest ratably over three years

The per share weighted average fair value of stock options granted during the years ended September 30 2010

2009 and 2008 was $13.59 $7.75 and $17.57 respectively We estimated the fair value of each stock option on the

date of grant using the Black-Scholes pricing model and the following assumptions

2010 2009 2008

Average risk-free interest rate 2.15% 1.63% 3.34%

Expected dividend yield 3.16% 2.47% 1.78%

Expected volatility 0.41 0.35 0.28

Expected term years 5.5 5.4 5.3

The
average

risk-free interest rate is based on the five-year U.S treasury security rate in effect as of the grant

date The expected dividend yield is based on the expected annual dividend as percentage of the market value of

our common stock as of the grant date We determined expected volatility using daily historical volatility of our

stock price over the most recent five-year period as of the grant date We determined the expected term of the stock

options using historical data adjusted for the estimated exercise dates of unexercised options
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Outstanding at September 30 2007

Granted

Exercised

Forfeited

Outstanding at September 30 2008

Vested or expected to vest at September 30 2008

Exercisable at September 30 2008

Outstanding at September 30 2008

Granted

Exercised

Forfeited

Cancelled

Outstanding at September 30 2009

Vested or expected to vest at September

Exercisable at September 30 2009

Outstanding at September 30 2009

Granted

Exercised

Forfeited

Cancelled

Outstanding at September 30 2010

Vested or expected to vest at September 30 2010

Exercisable at September 30 2010

millions

$49.7

35.2

16.7

7.4

11.3

2.5

$16.6

13.2

4.8

11 Share-Based Compensation Continued

summary of stock option activity for the years ended September 30 2010

Wtd Avg
Exercise

_______________
PriceShares

in thousands

7363

1580

474

201

8268

8125

5665

8268

2802

557

217

247

10049

30 2009 9660

6105

10049

2169

1579

173

115

10351

9939

6081

years ended

2009 and 2008 is

Wtd Avg Aggregate

Remaining Intrinsic Value

Contractual of In-The-Money
Term Options

years in millions

6.1 51.6

6.1 51.6

5.0 51.6

6.4 90.8

6.3 87.2

4.9 55.1

6.5 190.2

6.4 181.6

5.1 101.8

$38.17

67.68

27.43

61.43

43.86

43.49

34.14

43.86

29.33

20.24

49.84

51.64

40.77

40.75

40.50

40.77

46.17

23.15

42.97

61.97

44.34

44.45

46.21

The table below presents stock option activity for

Total intrinsic value of stock options exercised

Cash received from stock option exercises

Income tax benefit from share-based compensation

September 30 2010 2009 and 2008 in

2010 2009 2008
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Performance Share Awards

Certain officers and key employees are also eligible to receive shares of our common stock in payment of

performance share awards granted to them Grantees of performance shares will be eligible to receive shares of our

common stock depending upon our total shareowner return assuming reinvestment of all dividends relative to the

performance of the SP 500 over three-year period summary of performance share activity for the
years

ended

September 30 2010 2009 and 2008 is as follows

Shares

in thousands

Outstanding at September 30 2007 206

Granted 121

Forfeited 20

Outstanding at September 30 2008 307

Granted 192

Forfeited 15
Vested 108

Outstanding at September 30 2009 376

Granted 146

Forfeited 14
Vested 82

Outstanding at September 30 2010 426

Maximum potential shares to be delivered in payment under the fiscal 2010 and 2009 awards are

284400 shares and 360000 shares respectively There will be 42 percent payout of the target number of shares

awarded in fiscal 2008 with maximum of 43767 shares to be delivered in payment under the awards in December

2010 There was 13 percent payout of the target number of shares awarded in fiscal 2007 with 10618 shares

delivered in payment under the awards in December 2009

The per share fair value of performance share awards granted during the year ended September 30 2010 2009

and 2008 were $54.81 $31.82 and $70.32 respectively which we determined using Monte Carlo simulation and

the following assumptions

2010 2009 2008

Average risk-free interest rate 1.22% 1.46% 3.35%

Expected dividend yield 2.5 1% 2.47% 1.70%

Expected volatility Rockwell Automation 0.48 0.40 0.27

The
average

risk-free interest rate is based on the three-year U.S treasury security rate in effect as of the grant

date The expected dividend yield is based on the expected annual dividend as percentage of the market value of

our common stock as of the grant date The expected volatilities were determined using daily historical volatility for

the most recent three-year period as of the grant date

Restricted Stock and Restricted Stock Units

We grant restricted stock to certain employees and non-employee directors may elect to receive portion of

their compensation in restricted stock units Restrictions on restricted stock generally lapse over periods ranging

from one to five years We value restricted stock and restricted stock units at the closing market value of our

common stock on the date of grant
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summary of restricted stock and restricted stock unit activity for the years ended September 30 2010 2009

and 2008 is as follows

Restricted Wtd Avg
Stock and Grant Date Aggregate
Restricted Share Intrinsic

Stock Units Fair Value Value

in thousands in millions

Outstanding at September 30 2007 211 $52.05 $14.7

Granted 72 66.40

Vested 26 59.04

Forfeited 19 58.50

Outstanding at September 30 2008 238 56.03 8.9

Granted 92 29.38

Vested 60 57.20

Forfeited 10 52.72

Outstanding at September 30 2009 260 45.47 11.1

Granted 148 43.76

Vested 105 45.37

Forfeited 48.02

Outstanding at September 30 2010 294 44.56 18.1

12 Retirement Benefits

We sponsor funded and unfunded pension plans and other postretirement benefit plans for our employees The

pension plans cover most of our employees and provide for monthly pension payments to eligible employees after

retirement Pension benefits for salaried employees generally are based on years of credited service and average

earnings Pension benefits for hourly employees are primarily based on specified benefit amounts and years of

service Effective July 2010 we closed participation in our U.S and Canada pension plans to employees hired

after June 30 2010 Employees hired after June 30 2010 are instead eligible to participate in employee savings

plans The Company contributions are based on age and years of service and will range from 3% to 7% of eligible

compensation Effective October 2010 we also closed participation in our UK pension plan to employees hired

after September 30 2010 and these employee are now eligible for defined contribution plan Benefits to be

provided to plan participants hired before July 2010 or October 2010 respectively are not affected by this

change Our policy with respect to funding our pension obligations is to fund the minimum amount required by

applicable laws and governmental regulations We may however at our discretion fund amounts in excess of the

minimum amount required by laws and regulations as we have in 2010 Other postretirement benefits are primarily

in the form of retirement medical plans that cover most of our United States employees and provide for the payment

of certain medical costs of eligible employees and dependents after retirement

In 2008 we used an actuarial measurement date of June 30 to measure our benefit obligations plan assets and

to calculate our net periodic benefit cost for pension and other postretirement benefits In 2009 we changed our

measurement date to September 30 as required by U.S GAAP We recorded reduction in retained earnings of

$12.2 million $7.8 million net of tax in the fourth quarter of 2009 related to this change
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Service cost

Interest cost

Expected return on plan assets

Amortization

Prior service credit

Net transition obligation

Net actuarial loss

Net periodic benefit cost

millions

Benefit obligation at beginning of year

Service cost

Interest cost

Actuarial losses gains

Plan amendments

Curtailment loss gain

Settlement gain

Plan participant contributions

Benefits paid

Change in measurement date

Currency translation and other

Benefit obligation at end of year

Plan assets at beginning of year

Actual return on plan assets

Company contributions

Plan participant contributions

Benefits paid

Settlement loss

Change in measurement date

Currency translation and other

Plan assets at end of year

Funded status of plans

Net amount on balance sheet consists of

Prepaid pension

Compensation and benefits

Retirement benefits

Net amount on balance sheet

$2806.9

68.7

159.7

233.0

30.4

0.5

4.8

140.5

16.2

3179.7

2207.8

213.8

181.2

4.8

140.5

19.5

2486.6

693.1

28.3

8.8

712.6

693.1

Other Postretirement Benefits

2010 2009 2008

3.8 3.6 3.9

12.5 13.3 13.8

The components of net periodic benefit cost are in millions

Pension Benefits

2010

68.7

159.7

192.1

3.8

0.4

42.1

75.0

2009

56.0

154.7

191.5

3.7

0.3

16.9

32.7

2008

58.0

149.7

193.5

4.5

0.4

18.5

28.6

10.6

8.4

14.1

10.6

9.5

15.8

Benefit obligation plan assets funded status and net liability information is summarized as follows in

14.7

12.4

$15.4

Pension Benefits

Other Postretirement

Benefits

2010 2009 2010

218.8

3.8

12.5

13.4

10.4

23.4

_______ _______
0.6

_______ _______
209.3

13.0

10.4

23.4

_______ _______
$209.3

$2506.9

56.0

154.7

195.5

1.4

1.2

6.6

156.2

54.2

8.2

2806.9

2472.1

141.9

35.8

6.6

156.2

1.4

2.8

10.0

2207.8

599.1

2009

215.6

3.6

13.3

4.9

8.9

21.5

4.2

0.4

218.8

12.6

8.9

21.5

$218.8

18.8

200.0

$21 8.8

30.7

629.8

599.1

17.9

191.4

$209.3
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Amounts included in accumulated other comprehensive loss net of tax at September 302010 and 2009 which

have not yet been recognized in net periodic benefit cost are as follows in millions

Other

Postretirement

Pension Benefits

2010 2009 2010 2009

Prior service credit 3.3 $23.9 $35.0 $41.6

Net actuarial loss 834.4 721.2 58.6 72.1

Net transition obligation 0.2 0.5

Total $831.3 $697.8 $23.6 $30.5

During 2010 we recognized prior service credits of$15.5 million $9.6 million net of tax net actuarial losses

of $50.5 million $32.2 million net of tax and net transition obligation of $0.7 million $0.4 million net of tax in

pension and other postretirement net periodic benefit cost which were included in accumulated other compre
hensive loss at September 30 2009 In 2011 we expect to recognize prior service credits of $13.1 million

$8.3 million net of tax net actuarial losses of $70.0 million $44.4 million net of tax and net transition

obligation of $0.6 million $0.4 million net of tax in pension and other postretirement net periodic benefit cost

which are included in accumulated other comprehensive loss at September 30 2010

In 2010 we made discretionary pre-tax contribution of $150.0 million to our U.S qualified pension plan trust

The accumulated benefit obligation for our pension plans was $2968.8 million and $2610.5 million at

September 30 2010 and 2009 respectively

Net Periodic Benefit Cost Assumptions

Significant assumptions used in determining net periodic benefit cost for the period ended September 30 are

in weighted averages

Other Postretirement

Pension Benefits Benefits

September 30 September 30

2010 2009 2008 2010 2009 2008

U.S Plans

Discount rate 6.20% 6.75% 6.50% 6.00% 6.50% 6.25%

Expected return on plan assets 8.00% 8.00% 8.00%

Compensation increase rate 4.30% 4.20% 4.15%

Non-U.S Plans

Discount rate 4.67% 5.49% 4.98% 5.00% 6.00% 5.25%

Expected return on plan assets 6.18% 6.30% 6.38%

Compensation increase rate 2.88% 3.01% 2.87%
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Net Benefit Obligation Assumptions

Significant assumptions used in determining the benefit obligations are in weighted averages

Other

Postretirement

Pension Benefits Benefits

September 30 September 30

2010 2009 2010 2009

U.S Plans

Discount rate 5.60% 6.20% 5.10% 6.00%

Compensation increase rate 4.00% 4.30%

Healthcare cost trend rate 9.00% 9.50%

Non-U.S Plans

Discount rate 4.14% 4.67% 4.75% 5.00%

Compensation increase rate 3.09% 2.88%

Healthcare cost trend rate 7.56% 8.00%

The healthcare cost trend rate reflects the estimated increase in gross medical claims costs As result of the plan amendment adopted

effective October 2002 our effective per person retiree medical cost increase is zero percent beginning in 2005 for the majority of our

postretirement benefit plans For our other plans we assume the gross healthcare cost trend rate will decrease to 5.50% in 2017

Decreasing to 4.50% in 2017

In determining the expected long-term rate of return on assets assumption we consider actual returns on plan

assets over the long term adjusted for forward-looking considerations such as inflation interest rates equity

performance and the active management of the plans invested assets We also considered our current and expected

mix of plan assets in setting this assumption This resulted in the selection of the weighted average long-term rate of

return on assets assumption Our global weighted-average asset allocations at September 30 by asset category are

Allocation Target
September 30

Asset Category Range Allocation 2010 2009

Equity Securities 40% 65% 56% 56% 52%

Debt Securities 35% 50% 40% 40% 39%

Other 0% 20% 4% 4% 9%

The investment objective for pension funds related to our defined benefit plans is to meet the plans benefit

obligations while maximizing the long-term growth of assets without undue risk We strive to achieve this objective

by investing plan assets within target allocation
ranges and diversification within asset categories Target allocation

ranges are guidelines that are adjusted periodically based on ongoing monitoring by plan fiduciaries Investment

risk is controlled by rebalancing to target allocations on periodic basis and ongoing monitoring of investment

manager performance relative to the investment guidelines established for each manager

As of September 30 2010 and 2009 our pension plans do not own our common stock

In certain countries where we operate there are no legal requirements or financial incentives provided to

companies to pre-fund pension obligations In these instances we typically make benefit payments directly from

cash as they become due rather than by creating separate pension fund

The valuation methodologies used for our pension plans investments measured at fair value are described as

follows There have been no changes in the methodologies used at September 30 2010 and 2009

Common stock Valued at the closing price reported on the active market on which the individual securities

are traded
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Corporate debt Valued at either the yields currently available on comparable securities of issuers with

similar credit ratings or valued under discounted cash flow approach that maximizes observable inputs such as

current yields of similar instruments but includes adjustments for certain risks that may not be observable such

credit and liquidity risks

Government securities Valued at the most recent closing price reported on the active market on which the

individual securities are traded

Common collective trusts and registered investment companies Valued at the net asset value NAV as

determined by the custodian of the fund The NAV is based on the fair value of the underlying assets owned by the

fund minus its liabilities then divided by the number of units outstanding

Private equity investments Valued at the estimated fair value as determined by the respective investment

company based on the net asset value of the investment units held at year
end which is subject to judgment

Other Consists of insurance contracts or non-U.S investments held with insurance companies other fixed

income investments and real estate Insurance contracts are valued at the aggregate amount of accumulated

contribution and investment income less amounts used to make benefit payments and administrative expenses

which approximates fair value Investments held with insurance companies and other fixed income investments are

valued at the most recent closing price reported on the active market on which the individual securities are traded

The methods described above may produce fair value calculation that may not be indicative of net realizable

value or reflective of future fair values Furthermore while we believe our valuation methods are appropriate and

consistent with other market participants the use of different methodologies or assumptions to determine the fair

value of certain financial instruments could result in different fair value measurement at the reporting date The

following table presents our pension plans investments measured at fair value Refer to Note for further

information regarding levels in the fair value hierarchy

Investments at Fair Value as of September 30 2010

Level Level Level Total

Cash 71.6 71.6

Common stock 573.0 573.0

Corporate debt 363.1 363.1

Government securities 222.1 222.1

Common collective trusts 803.5 803.5

Registered investment companies 326.9 326.9

Private equity investments 62.2 62.2

Other 23.5 40.7 64.2

Total plan investments $866.7 $1517.0 $102.9 $2486.6

The table below sets forth summary of changes in fair market value of our pension plans level assets for the

year ended September 30 2010

Purchases
Balance Sales Balance

October Realized Unrealized Issuances and September 30
2009 Gain Gain Settlements Net 2010

Private equity investments $43.1 $1.2 $6.8 $11.1 62.2

Other 39.7 0.5 0.5 40.7

$82.8 $1.2 $7.3 $11.6 $102.9
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Estimated Future Payments

We expect to contribute approximately $36 million related to our worldwide pension plans and $18 million to

our postretirement benefit plans in 2011

The following benefit payments which include employees expected future service as applicable are
expected to be paid in millions

Other
Pension Postretirement

Benefits Benefits

2011
182.7 $18.4

2012
193.0 18.4

2013
191.1 18.2

2014
194.8 18.0

2015
198.7 17.6

20162020
1090.6 75.9

Other Postretirement Benefits

one-percentage point change in assumed healthcare cost trend rates would have the following effect in
millions

One-Percentage One-Percentage
Point Increase Point Decrease

2010 2009 2010 2009

Increase decrease to total of service and interest cost components $0.2 $0.2 $0.2 $0.2
Increase decrease to postretirement benefit obligation 2.3 2.0 1.9 1.9

Pension Benefits

Information regarding our pension plans with accumulated benefit obligations in excess of the fair value of

plan assets underfunded plans at September 30 2010 and 2009 are as follows in millions

2010 2009

Projected benefit obligation $2912.9 $2532.7
Accumulated benefit obligation 2711.4 2346.7
Fair value of plan assets

2195.7 1910.3

Defined Contribution Savings Plans

We also sponsor certain defined contribution savings plans for eligible employees Expense related to these

plans was $23.3 million in 2010 $30.5 million in 2009 and $33.3 million in 2008

13 Discontinued Operations

During 2010 we recorded $21.3 million tax benefit as result of the resolution of domestic tax matter

relating to the January 2007 sale of our Dodge mechanical and Reliance Electric motors and repair services
businesses We also recorded net $2.6 million after-tax benefit relating to changes in estimate for environmental
and legal matters of our divested businesses

During 2009 we recorded benefit of $4.5 million $2.8 million net of tax related to change in estimate for

legal contingencies associated with the former Rockwell International Corporations RICs operation of the

Rocky Flats facility for the U.S Department of Energy
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During 2010 we recorded accrual adjustments of $8.1 million primarily related to severance accruals as

employee attrition differed from our original estimates We recorded the adjustments as $5.0 million benefit to

selling general and administrative
expenses

and $3.1 million benefit to cost of sales We currently anticipate that

the remaining accrual balance of $9.9 million will be paid over the next 12 months

During 2009 we recorded restructuring charges of $60.4 million $41.8 million after tax or $0.29 per
diluted

share related to actions designed to better align our cost structure with then-current economic conditions The

majority of the charges related to severance benefits recognized pursuant to our severance policy and local statutory

requirements in the Consolidated Statement of Operations for the year ended September 30 2009 we recorded

$21.0 million of the restructuring charges in cost of sales and we recorded $39.4 million in selling general and

administrative expenses We expect total cash expenditures associated with these actions to be approximately

$50.7 million

During 2008 we recorded special items of $50.7 million $34.0 million after tax or $0.23 per diluted share

related to restructuring actions designed to better align resources with growth opportunities and to reduce costs as

result of current and anticipated market conditions This charge was partially offset by the reversal of $4.0 million

$3.6 million after tax or $0.02 per diluted share of severance accruals established as part of our 2007 restructuring

actions as employee attrition differed from our original estimates The 2008 restructuring actions included

workforce reductions aimed at streamlining administrative functions realigning selling resources to the highest

anticipated growth opportunities and consolidating business units The majority of the charges related to severance

benefits recognized pursuant to our severance policy and local statutory requirements In the Consolidated

Statement of Operations for the year ended September 30 2008 we recorded $4.1 million of the special items

in cost of sales while $46.6 million was recorded in selling general and administrative expenses

During 2007 we recorded special items of $43.5 million $27.7 million after tax or $0.17 per diluted share

related to various restructuring actions designed to execute on our cost productivity initiatives and to advance our

globalization strategy Actions include workforce reductions realignment of administrative functions and ratio

nalization and consolidation of global operations In the Consolidated Statement of Operations for the year ended

September 30 2007 $21.8 million of the special items was recorded in cost of sales while $21.7 million was

recorded in selling general and administrative expenses

The following tables set forth summary of restructuring activities during 2010 and 2009 respectively

in millions

Non-Cash

September 30 Activity September 30
2009 Accrual and 2010

Actions Accrual Payments Adjustments Currency Accrual

2007 Manufacturing Globalization

Employee severance benefits 9.1 3.5 $3.l 0.4 $2.1

2008 Reduce Cost Structure for Anticipated

Market Conditions

Employee severance benefits 5.0 3.5 0.6 0.1 1.0

2009 Reduce Cost Structure for Global Recession

Employee severance benefits 35.7 23.1 4.4 1.4 6.8

Asset impairments 8.8 8.8

Lease exit costs 2.2 2.0 0.2

Total $60.8 $32.l $8.l $10.7 $9.9
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Actions

2007 Manufacturing Globalization

Employee severance benefits

Lease exit costs

2008 Reduce Cost Structure for

Anticipated Market Conditions

Employee severance benefits

Contract termination costs

2009 Reduce Cost Structure for

Global Recession

Employee severance benefits

Asset impairments

Lease exit costs

Total

48.4

9.7

2.3

$66.5 $60.4

3.4

0.9

0.1

$4.0 0.5

35.7

8.8

2.2

$60.8

15 Other Expense Income

The components of other expense income are in millions

2008

5.0

28.1

3.7

1.7

5.0

11.6

$18.5

September 30
2008

Accrual Charges Payments

$14.9

0.9

50.0

0.7

Non-Cash

Activity

Accrual and

Adjustments Currency

$0.1

4.0 2.0

$5.9

0.9

39.0

0.7

September 30
2009

Accrual

9.1

5.0

16.1

$62.6

Net loss gain on dispositions of securities and property

Interest income

Royalty income

Environmental charges

Gains losses on deferred compensation plans

Other

Other expense income

2010 2009

$5.5 4.4

5.0 9.6

2.4 3.7

5.9 4.5

1.3 0.7

5.7 10.4

$8.4 6.7
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Selected income tax data from continuing operations in millions

2010 2009 2008

Components of income before income taxes

United States $144.9 64.7 $459.9

Non-United States
399.3 209.2 349.0

Total $544.2 $273.9 $808.9

Components of the income tax provision

Current

United States 9.7 15.8 $152.0

Non-United States
36.7 42.3 91.4

State and local 0.1 16.8 4.0

Total current
46.3 41.3 247.4

Deferred

United States
41.2 11.0 13.0

Non-United States
13.1 1.9 3.0

State and local
3.2 1.8 0.1

Total deferred
57.5 14.7 16.1

Income tax provision
$103.8 56.0 $231.3

Total income taxes paid
$100.7 $115.2 $265.8

Income taxes paid included $7.9 million during 2008 related to the gain on sale of our Dodge mechanical and

Reliance Electric motors and motor repair services businesses

During 2010 we recognized discrete tax benefits of $27.2 million primarily related to the favorable resolution

of tax matters partially offset by discrete tax expenses
of $9.6 million primarily related to the impact of change in

Mexican tax law and interest related to unrecognized tax benefits

During 2009 we recognized discrete tax benefits of $20.5 million related to the retroactive extension of the

U.S federal research tax credit the resolution of contractual tax obligation and various state tax matters partially

offset by discrete tax expenses
of $4.2 million related to non-U.S subsidiary

During 2008 income from continuing operations included benefit of $5.6 million related to the resolution of

various tax matters and claims
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Effective Tax Rate Reconciliation

The reconciliation between the U.S federal statutory rate and our effective tax rate was

2010 2009 2008

Statutory tax rate 35.0% 35.0% 35.0%

State and local income taxes 0.3 1.2 0.6

Non-United States taxes 12.8 9.4 5.5

Foreign tax credit utilization 1.3 0.4 0.5

Employee stock ownership plan benefit 0.4 0.8 0.3

Reversal of valuation allowances 3.2 0.5

Domestic manufacturing deduction 0.2 1.1 0.6

Resolution of prior period tax matters 4.1 7.8 0.7

Other 12 53 Ll

Effective income tax rate 19.1% 20.4% 28.6%
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Deferred Taxes

The tax effects of temporary differences that give rise to our net deferred income tax assets and liabilities were

in millions

2010 2009

Current deferred income tax assets

Compensation and benefits
22.0 15.3

Product warranty costs
14.0 10.7

Inventory
50.8 42.2

Allowance for doubtful accounts
14.6 11.0

Deferred credits
10.5 29.2

Returns rebates and incentives
34.2 28.6

Self-insurance reserves
2.5 2.1

Restructuring reserves
2.4 11.7

Net operating loss carryforwards
1.6 1.6

U.S federal tax credit carryforwards
0.7

State tax credit carryforwards
0.3

Other net
16.6 22.0

Current deferred income tax assets
170.2 174.4

Long-term deferred income tax assets liabilities

Retirement benefits
$316.9 $286.7

Property
75.5 70.4

Intangible assets
24.0 19.5

Environmental reserves
12.9 11.1

Share-based compensation
36.9 30.3

Self-insurance reserves
6.2 7.6

Deferred gains
4.3 4.8

Net operating loss carryforwards
44.2 47.6

Capital loss carryforwards
11.7 24.2

U.S federal tax credit carryforwards
1.5 4.7

State tax credit carryforwards
2.5 2.1

Othernet
13.6 22.2

Subtotal
351.2 351.4

Valuation allowance
26.7 43.8

Net long-term deferred income tax assets
324.5 307.6

Total deferred income tax assets
$494.7 $482.0

Total deferred tax assets were $627.1 million at September 30 2010 and $616.5 million at September 302009

Total deferred tax liabilities were $105.7 million at September 30 2010 and $90.7 million at September 30 2009

We have not provided U.S deferred taxes for any portion of $1653.0 million of undistributed earnings of the

Companys subsidiaries since these earnings have been and under current plans will continue to be permanently

reinvested in these subsidiaries It is not practicable to estimate the amount of additional taxes that may be payable

upon distribution

70



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

16 Income Taxes Continued

We believe it is more likely than not that we will realize current and long-term deferred tax assets through the

reduction of future taxable income other than for the deferred tax assets reflected below Significant factors we

considered in determining the probability of the realization of the deferred tax assets include our historical

operating results and expected future earnings

Tax attributes and related valuation allowances at September 30 2010 are in millions

Tax Carryforward
Benefit Valuation Period

Tax Attribute to be Carried Forward Amount Allowance Ends

Non-United States net operating loss carryforward 7.6 5.1 2012-2020

Non-United States net operating loss carryforward 14.4 6.8 Indefinite

Non-United States capital loss carryforward 11.7 11.7 Indefinite

United States net operating loss carryforward 10.1 2019-2027

United States tax credit carryforward 2.2 2018-2030

State and local net operating loss carryforward 13.7 201 1-2030

State tax credit carryforward 2.8 2011-2026

Subtotal tax carryforwards 62.5 23.6

Other deferred tax assets 3.1 3.1 Indefinite

Total $65.6 $26.7

The valuation allowance decreased $17.1 million in 2010 primarily due to the utilization of non-U.S capital

loss carryforward and decreased $1.3 million in 2009

Unrecognized Tax Benefits

We operate in numerous taxing jurisdictions and are subject to regular examinations by various U.S federal

state and foreign jurisdictions for various tax periods Additionally we have retained tax liabilities and the rights to

tax refunds in connection with various divestitures of businesses in prior years Our income tax positions are based

on research and interpretations of the income tax laws and rulings in each of the jurisdictions in which we do

business Due to the subjectivity of interpretations of laws and rulings in each jurisdiction the differences and

interplay in tax laws between those jurisdictions as well as the inherent uncertainty in estimating the final resolution

of complex tax audit matters our estimates of income tax liabilities may differ from actual payments or

assessments

We recognized $6.7 million decrease in shareowners equity as of October 2007 related to change in

accounting for uncertain tax positions As of October 2007 the amount of unrecognized tax benefits was

$116.5 million $71.4 million net of $45.1 million of offsetting tax benefits The amount of unrecognized tax

benefits that would have reduced our effective tax rate if recognized was $37.6 million The balance of $33.8 million

was attributable to discontinued operations and would not have impacted the effective tax rate for continuing

operations if recognized
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reconciliation of our gross unrecognized tax benefits excluding interest and penalties is as follows in

millions
2010 2009

Balance at beginning of year
$116.7 $125.8

Additions based on tax positions related to the current year
6.3 15.3

Additions based on tax positions
related to prior years

1.0 2.2

Reductions based on tax positions
related to prior years

12.0 8.1

Reductions related to settlements with taxing authorities 44.0 13.3

Reductions related to lapses of statute of limitations 3.7 3.9

Effect of foreign currency translation
2.0 1.3

Balance at end of year
66.3 $116.7

Gross unrecognized tax benefits and offsetting tax benefits primarily consisting of tax receivables and deposits

recorded in other assets were in millions

September 30 2010

Gross

Unrecognized Offsetting

Tax Benefits Tax Benefits Net

Amounts that would reduce tax provision

Continuing operations
$57.5 $48.0 9.5

Discontinued operations
8.8 3.1

Total
$66.3 $51.1 $15.2

September 30 2009

Gross

Unrecognized Offsetting

Tax Benefits Tax Benefits Net

Amounts that would reduce tax provision

Continuing operations
85.2 $44.3 $40.9

Discontinued operations
31.5 4.8 iTL

Total
$116.7 $49.l $67.6

During 2010 the amount of unrecognized tax benefits decreased by $28.0 million $26.9 million net of

offsetting tax benefits as result of the resolution of domestic and international tax matters Of that amount

$21 .1 million $20.0 million net of offsetting tax benefits related to the discontinued Dodge mechanical and

Reliance Electric motors and repair services businesses and did not impact continuing operations

During the next 12 months we believe it is reasonably possible that the amount of unrecognized tax benefits

could be reduced by up to $29.7 million and the amount of offsetting tax benefits could be reduced by up to

$30 million as result of the resolution of worldwide tax matters and the lapses of statutes of limitations

We recognize interest and penalties related to unrecognized tax benefits in tax expense Accrued interest and

penalties were $24.9 million and $1.7 million at September 30 2010 and $25.8 million and $1.8 million at

September 30 2009 respectively We recognized $4.4 million of interest and $0.2 million of penalties during 2010

We conduct business globally and are routinely audited by the various tax jurisdictions in which we operate

We are no longer subject to U.S federal income tax examinations for years before 2007 and are no longer subject to

state local and foreign income tax examinations for years
before 2003

72



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

17 Commitments and Contingent Liabilities

Environmental Matters

Federal state and local requirements relating to the discharge of substances into the environment the disposal

of hazardous wastes and other activities affecting the environment have and will continue to have an effect on our

manufacturing operations Thus far compliance with environmental requirements and resolution of environmental

claims have been accomplished without material effect on our liquidity and capital resources competitive position

or financial condition

We have been designated as potentially responsible party at 15 Superfund sites excluding sites as to which

our records disclose no involvement or as to which our potential liability has been finally determined and assumed

by third parties We estimate the total reasonably possible costs we could incur for the remediation of Superfund

sites at September 30 2010 to be $10.7 million of which $4.8 million has been accrued

Various other lawsuits claims and proceedings have been asserted against us alleging violations of federal

state and local environmental protection requirements or seeking remediation of alleged environmental impair

ments principally at previously owned properties As of September 30 2010 we have estimated the total

reasonably possible costs we could incur from these matters to be $107.3 million We have recorded environmental

accruals for these matters of $33.9 million In addition to the above matters we retained ownership of Federal

Pacific Electric FPE following the sale of our Dodge mechanical and Reliance Electric motors and motor repair

services businesses Certain liabilities of FPE are substantially indemnified by ExxonMobil Corporation At

September 30 2010 FPE has recorded liability of $23.3 million and receivable of $22.2 million for these

matters which liability and receivable are included in our Consolidated Balance Sheet We estimate the total

reasonably possible costs that could be incurred by FPE for these matters to be $31.4 million

Based on our assessment we believe that our expenditures for environmental capital investment and

remediation necessary to comply with present regulations governing environmental protection and other expen
ditures for the resolution of environmental claims will not have material adverse effect on our liquidity and capital

resources competitive position or financial condition We cannot assess the possible effect of compliance with

future requirements

Conditional Asset Retirement Obligations

We accrue for costs related to legal obligation associated with the retirement of tangible long-lived asset

that results from the acquisition construction development or the normal operation of the long-lived asset The

obligation to perform the asset retirement activity is not conditional even though the timing or method may be

conditional Identified conditional asset retirement obligations include asbestos abatement and remediation of soil

contamination beneath current and previously divested facilities We estimated conditional asset retirement

obligations using site-specific knowledge and historical industry expertise At September 30 2010 we have

recorded liabilities for these asset retirement obligations of $7.9 million in other current liabilities and $22.7 million

in other liabilities We recorded $2.9 million in other current liabilities and $23.9 million in other liabilities for these

obligations at September 30 2009
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Lease Commitments

Rental expense was $106.0 million in 2010 $114.7 million in 2009 and $116.3 million in 2008 Minimum

future rental commitments under operating leases having noncancelable lease terms in excess of one year

aggregated $341.5 million as of September 30 2010 and are payable as follows in millions

2011 71.7

2012 57.1

2013 42.4

2014 34.1

2015 27.4

Beyond 2015 108.8

Total $341.5

Commitments from third parties under sublease agreements having noncancelable lease terms in excess of one

year aggregated $2.2 million as of September 30 2010 and are receivable through 2016 at approximately

$0.4 million per year Most leases contain renewal options for varying periods and certain leases include options

to purchase the leased property

Other Matters

Various other lawsuits claims and proceedings have been or may be instituted or asserted against us relating to

the conduct of our business including those pertaining to product liability environmental safety and health

intellectual property employment and contract matters Although the outcome of litigation cannot be predicted with

certainty and some lawsuits claims or proceedings may be disposed of unfavorably to us we believe the disposition

of matters that are pending or have been asserted will not have material adverse effect on our business or financial

condition

We including our subsidiaries have been named as defendant in lawsuits alleging personal injury as result

of
exposure to asbestos that was used in certain components of our products many years ago Currently there are

thousands of claimants in lawsuits that name us as defendants together with hundreds of other companies In some

cases the claims involve products from divested businesses and we are indemnified for most of the costs However

we have agreed to defend and indemnify asbestos claims associated with products manufactured or sold by our

former Dodge mechanical and Reliance Electric motors and motor repair services businesses prior to their

divestiture by us which occurred on January 31 2007 We are also responsible for half of the costs and liabilities

associated with asbestos cases against RICs divested measurement and flow control business But in all cases for

those claimants who do show that they worked with our products or products of divested businesses for which we

are responsible we nevertheless believe we have meritorious defenses in substantial part due to the integrity of the

products the encapsulated nature of any asbestos-containing components and the lack of any impairing medical

condition on the part of many claimants We defend those cases vigorously Historically we have been dismissed

from the vast majority of these claims with no payment to claimants

We have maintained insurance coverage that we believe covers indemnity and defense costs over and above

self-insured retentions for claims arising from our former Allen-Bradley subsidiary Following litigation against

Nationwide Indemnity Company and Kemper Insurance the insurance carriers that provided liability insurance

coverage to Allen-Bradley we entered into separate agreements on April 2008 with both insurance carriers to

further resolve responsibility for ongoing and future coverage of Allen-Bradley asbestos claims In exchange for

lump sum payment Kemper bought out its remaining liability and has been released from further insurance

obligations to Allen-Bradley Nationwide administers the Kemper buy-out funds and has entered into cost share

agreement with us to pay the substantial majority of future defense and indemnity costs for Allen-Bradley asbestos
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claims once the Kemper buy-out funds are depleted We believe that these arrangements will continue to provide

coverage for Allen-Bradley asbestos claims throughout the remaining life of the asbestos liability

The uncertainties of asbestos claim litigation make it difficult to predict accurately the ultimate outcome of

asbestos claims That uncertainty is increased by the possibility of adverse rulings or new legislation affecting

asbestos claim litigation or the settlement process Subject to these uncertainties and based on our experience

defending asbestos claims we do not believe these lawsuits will have material adverse effect on our financial

condition

We have from time to time divested certain of our businesses In connection with these divestitures certain

lawsuits claims and proceedings may be instituted or asserted against us related to the period that we owned the

businesses either because we agreed to retain certain liabilities related to these periods or because such liabilities

fall upon us by operation of law In some instances the divested business has assumed the liabilities however it is

possible that we might be responsible to satisfy those liabilities if the divested business is unable to do so

In connection with the spin-offs of our former automotive component systems business semiconductor

systems business and Rockwell Collins avionics and communications business the spun-off companies have agreed

to indemnify us for substantially all contingent liabilities related to the respective businesses including environ

mental and intellectual property matters

In conjunction with the sale of our Dodge mechanical and Reliance Electric motors and motor repair services

businesses we agreed to indemnify Baldor Electric Company for costs and damages related to certain legal legacy

environmental and asbestos matters of these businesses including certain damages pertaining to the Foreign

Corrupt Practices Act arising before January 31 2007 for which the maximum exposure would be capped at the

amount received for the sale We estimate the potential future payments we could incur under these indemnifi

cations may approximate $20.6 million of which $6.4 million has been accrued in other current liabilities and

$1 1.1 million has been accrued in other liabilities at September 30 2010 We recorded $1 1.1 million and

$11.3 million in other current liabilities and other liabilities respectively at September 30 2009 for these

indemnifications

In many countries we provide limited intellectual property indemnity as part of our terms and conditions of

sale We also at times provide limited intellectual property indemnities in other contracts with third parties such as

contracts concerning the development and manufacture of our products the divestiture of businesses and the

licensing of intellectual property Due to the number of agreements containing such provisions we are unable to

estimate the maximum potential future payments

18 Business Segment Information

Rockwell Automation is leading global provider of industrial automation power control and information

solutions that help manufacturers achieve competitive advantage for their businesses We determine our operating

segments based on the information used by our chief operating decision maker our Chief Executive Officer to

allocate resources and assess performance Based upon these criteria we organized our products and services into

two operating segments Architecture Software and Control Products Solutions

Architecture Software

The Architecture Software segment contains all of the hardware software and communication components
of our integrated control and information architecture capable of controlling the customers industrial processes and

connecting with their manufacturing enterprise Architecture Software has broad portfolio of products

including

Control platforms that perform multiple control disciplines and monitoring of applications including

discrete batch continuous process drives control motion control and machine safety control Our platform
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products include controllers electronic operator interface devices electronic inputioutput devices com

munication and networking products and industrial computers The information-enabled Logix controllers

provide integrated multi-discipline control that is modular and scaleable

Software products that include configuration and visualization software used to operate and supervise

control platforms advanced process
control software and manufacturing execution software MES that

addresses information needs between the factory floor and customers enterprise business system

Examples of MES applications are production scheduling asset management tracking genealogy and

manufacturing business intelligence

Other Architecture Software products including rotary and linear motion control products sensors and

machine safety components

Control Products Solutions

The Control Products Solutions segment combines comprehensive portfolio of intelligent motor control

and industrial control products application knowledge and project management necessary to implement an

automation or information solution on the plant floor and total life-cycle customer support and maintenance

This comprehensive portfolio includes

Low and medium voltage electro-mechanical and electronic motor starters motor and circuit protection

devices AC/DC variable frequency drives contactors push buttons signaling devices termination and

protection devices relays and timers and condition sensors

Solutions ranging from value-added packaged solutions such as configured drives and motor control centers

to automation and information solutions where we provide design and integration for custom-engineered

hardware and software systems primarily for manufacturing applications

Services designed to help maximize customers automation investment and provide total life-cycle

support including multi-vendor customer technical support and repair customized safety solutions asset

management training and predictive and preventative maintenance

The following tables reflect the sales and operating results of our reportable segments for the years
ended

September 30 in millions

2010 2009 2008

Sales

Architecture Software $2115.0 $1723.5 $2419.7

Control Products Solutions 2742.0 2609.0 3278.1

Total $4857.0 $4332.5 $5697.8

Segment operating earnings

Architecture Software 475.4 223.0 584.7

Control Products Solutions 241.8 206.7 440.5

Total 717.2 429.7 1025.2

Purchase accounting depreciation and amortization 18.9 18.6 24.2

General corporate-net 93.6 80.3 77.2

Interest expense
60.5 60.9 68.2

Special items 4.0 46.7

Income from continuing operations before income taxes 544.2 273.9 808.9

Segment operating earnings in 2009 includes restructuring charges of $60.4 million See Note 14 for more information
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Among other considerations we evaluate performance and allocate resources based upon segment operating

earnings before income taxes interest expense costs related to corporate offices certain nonrecurring corporate

initiatives gains and losses from the disposition of businesses and incremental acquisition related expenses

resulting from purchase accounting adjustments such as intangible asset amortization depreciation inventory and

purchased research and development charges Depending on the product intersegment sales within single legal

entity are either at cost or cost plus mark-up which does not necessarily represent market price Sales between

legal entities are at an appropriate transfer price We allocate costs related to shared segment operating activities to

the segments using methodology consistent with the expected benefit

The following tables summarize the identifiable assets at September 30 and the provision for depreciation and

amortization and the amount of capital expenditures for property for the years ended September 30 for each of the

reportable segments and Corporate in millions

2010 2009 2008

Identifiable assets

Architecture Software $1238.8 $1157.2 $1337.9

Control Products Solutions 1897.1 1723.5 1929.7

Corporate 1612.4 1425.0 1326.0

Total $4748.3 $4305.7 $4593.6

Depreciation and amortization

Architecture Software 54.0 59.6 51.1

Control Products Solutions 54.3 55.2 60.1

Corporate 0.1 0.7 1.1

Total 108.4 115.5 112.3

Purchase accounting depreciation and amortization 18.9 18.6 24.2

Total 127.3 134.1 136.5

Capital expenditures for property

Architecture Software 33.0 15.7 34.1

Control Products Solutions 26.6 25.8 34.4

Corporate 39.8 56.5 82.5

Total 99.4 98.0 151.0

Identifiable assets at Corporate consist principally of cash net deferred income tax assets prepaid pension and

property Property shared by the segments and used in operating activities is also reported in Corporate identifiable

assets and Corporate capital expenditures Corporate identifiable assets include shared net property balances of

$293.2 million $204.4 million and $198.3 million at September 30 2010 2009 and 2008 respectively for which

depreciation expense has been allocated to segment operating earnings based on the expected benefit to be realized

by each segment Corporate capital expenditures include $39.1 million $56.2 million and $82.3 million in 2010
2009 and 2008 respectively that will be shared by our operating segments
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18 Business Segment Information Continued

We conduct significant portion of our business activities outside the United States The following tables

present sales and property by geographic region in millions

Sales Property

2010 2009 2008 2010 2009 2008

United States $2456.2 $2209.2 $2850.8 $424.9 $413.7 $416.4

Canada 321.0 257.1 396.4 9.7 10.2 12.4

Europe Middle East and Africa 987.3 962.1 1319.0 40.3 43.7 53.0

Asia-Pacific 724.3 579.3 717.2 34.2 38.7 43.7

Latin America 368.2 324.8 414.4 27.8 26.2 28.3

Total $4857.0 $4332.5 $5697.8 $536.9 $532.5 $553.8

We attribute sales to the geographic regions based on the country of destination

In the United States and Canada we sell our products primarily through independent distributors We sell large

systems and service offerings principally through direct sales force though opportunities are sometimes identified

through distributors Outside the United States and Canada we sell products through combination of direct sales

and sales through distributors Sales to our largest distributor in 2010 2009 and 2008 were approximately

10 percent of our total sales

19 Quarterly Financial Information Unaudited

2010 Quarters

First Second Third Fourth 2010

in millions except per share amounts

Sales $1067.5 $1164.5 $1268.1 $1356.9 $4857.0

Gross profit 426.8 473.1 507.3 529.2 1936.4

Income from continuing operations before income

taxes 97.3 133.6 155.5 157.8 544.2

Income from continuing operations 77.8 111.9 119.4 131.3 440.4

Loss income from discontinued operations 1.2 25.1 23.9

Net income 76.6 137.0 119.4 131.3 464.3

Basic earnings per share

Continuing operations 0.55 0.78 0.84 0.93 3.09

Discontinued operations 0.01 0.18 0.17

Net income 0.54 0.96 0.84 0.93 3.26

Diluted earnings per share

Continuing operations 0.54 0.77 0.83 0.91 3.05

Discontinued operations 0.01 0.18 0.17

Net income 0.53 0.95 0.83 0.91 3.22
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19 Quarterly Financial Information Unaudited Continued

2009 Quarters

First Secondb Thirdc Fourthd 2009

in millions except per share amounts

Sales $1189.2 $1058.1 $1010.8 $1074.4 $4332.5

Gross profit 470.4 363.6 370.2 365.3 1569.5

Income from continuing operations before income

taxes 139.5 55.4 50.2 28.8 273.9

Income from continuing operations 115.6 40.6 32.8 28.9 217.9

Income from discontinued operations 2.8 2.8

Net income 118.4 40.6 32.8 28.9 220.7

Basic earnings per share

Continuing operations 0.81 0.29 0.23 0.20 1.54

Discontinued operations 0.02 0.02

Net income 0.83 0.29 0.23 0.20 1.56

Diluted earnings per share

Continuing operations 0.81 0.29 0.23 0.20 1.53

Discontinued operations
0.02 0.02

Net income 0.83 0.29 0.23 0.20 1.55

Note The sum of the quarterly per share amounts will not necessarily equal the annual per share amounts presented

See Note 13 for more information on discontinued operations

Income from continuing operations includes restructuring charges of $20.2 million $13.0 million after tax or $0.09 per diluted share

See Note 14 for more information

Income from continuing operations includes restructuring charges of $7.1 million $4.6 million after tax or $0.03 per diluted share

See Note 14 for more information

Income from continuing operations includes restructuring charges of $33.1 million $24.2 million after tax or $0.17 per diluted share

See Note 14 for more information
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareowners of

Rockwell Automation Inc

Milwaukee Wisconsin

We have audited the accompanying consolidated balance sheets of Rockwell Automation Inc the

Company as of September 30 2010 and 2009 and the related consolidated statements of operations share-

owners equity cash flows and comprehensive income loss for each of the three years in the period ended

September 30 2010 Our audits also included the financial statement schedule listed in the Index at Item 15a2
We also have audited the Companys internal control over financial reporting as of September 30 2010 based on

criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Orga
nizations of the Treadway Commission The Companys management is responsible for these financial statements

and financial statement schedule for maintaining effective internal control over financial reporting and for its

assessment of the effectiveness of internal control over financial reporting included in the accompanying

Managements Report on Internal Control over Financial Reporting Our responsibility is to express an opinion

on these financial statements and financial statement schedule and an opinion on the Companys internal control

over financial reporting based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board

United States Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement and whether effective internal control over

financial reporting was maintained in all material respects Our audits of the financial statements included

examining on test basis evidence supporting the amounts and disclosures in the financial statements assessing

the accounting principles used and significant estimates made by management and evaluating the overall financial

statement presentation Our audit of internal control over financial reporting included obtaining an understanding of

internal control over financial reporting assessing the risk that material weakness exists testing and evaluating the

design and operating effectiveness of internal control based on the assessed risk Our audits also included

performing such other procedures as we considered necessary in the circumstances We believe that our audits

provide reasonable basis for our opinions

companys internal control over financial reporting is process designed by or under the supervision of the

companys principal executive and principal financial officers or persons performing similar functions and

effected by the companys board of directors management and other personnel to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles companys internal control over financial reporting

includes those policies and procedures that pertain to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable

assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance

with generally accepted accounting principles and that receipts and expenditures of the company are being made

only in accordance with authorizations of management and directors of the company and provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys
assets that could have material effect on the financial statements

Because of the inherent limitations of internal control over financial reporting including the possibility of

collusion or improper management ovenide of controls material misstatements due to enor or fraud may not be

prevented or detected on timely basis Also projections of any evaluation of the effectiveness of the internal

control over financial reporting to future periods are subject to the risk that the controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate
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In our opinion the consolidated financial statements referred to above present fairly in all material respects

the financial position of Rockwell Automation Inc as of September 30 2010 and 2009 and the results of its

operations and its cash flows for each of the three years
in the period ended September 30 2010 in conformity with

accounting principles generally accepted in the United States of America Also in our opinion such financial

statement schedule when considered in relation to the basic consolidated financial statements taken as whole

present fairly in all material respects the information set forth therein Also in our opinion the Company

maintained in all material respects effective internal control over financial reporting as of September 30 2010

based on the criteria established in Internal Control Integrated Framework issued by the Committee of

Sponsoring Organizations of the Treadway Commission

Is DELOITTE TOUCHE LLP

Milwaukee Wisconsin

November 18 2010
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Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of our management including the Chief Executive Officer

and Chief Financial Officer we have evaluated the effectiveness as of September 30 2010 of our disclosure

controls and procedures as defined in Rule 13a-15e and Rule 15d-15e of the Exchange Act Based on that

evaluation our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and

procedures were effective as of September 30 2010

Managements Report on Internal Control Over Financial Reporting

We are responsible for establishing and maintaining adequate internal control over financial reporting as

defined in Rule 3a- 15f under the Exchange Act Our internal control over financial reporting is process

designed to provide reasonable assurance regarding the reliability of our financial reporting and the preparation of

financial statements for external purposes in accordance with generally accepted accounting principles Under the

supervision and with the participation of our management including the Chief Executive Officer and Chief

Financial Officer we evaluated the effectiveness of our internal control over financial reporting based on the

framework in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission COSO Based upon that evaluation management has concluded that our internal

control over financial reporting was effective as of September 30 2010

The effectiveness of our internal control over financial reporting as of September 30 2010 has been audited by
Deloitte Touche LLP as stated in their report that is included on the previous two pages

Because of its inherent limitations internal control over financial reporting may not prevent or detect

misstatements Also projections of any evaluation of effectiveness to future periods are subject to the risk that

controls may become inadequate because of the changes in conditions or that the degree of compliance with the

policies or procedures may deteriorate

Changes in Internal Control Over Financial Reporting

As previously disclosed we are in the process of developing and implementing common global process
standards and an enterprise-wide information technology system In the fourth quarter of 2010 we deployed new

business processes and functionality of the system related to our engineering manufacturing order management
and finance functions to certain locations In doing so we modified and enhanced our internal controls over

financial reporting as such term is defined in Exchange Act Rule l3a-15f as result of and in connection with the

implementation of the new system and processes Additional implementations will occur to most locations of our

company over multi-year period with additional phases scheduled throughout fiscal 2011-2014

There have not been any other changes in our internal control over financial reporting during the quarter ended

September 30 2010 that has materially affected or is reasonably likely to materially affect our internal control over

financial reporting

Item 9B Other Information

None
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PART III

Item 10 Directors Executive Officers and Corporate Governance

Other than the information below the information required by this Item is incorporated by reference to the sections

entitled Election of Directors Information about Director Nominees and Continuing Directors Board of Directors

and Committees and Section 16a BenefIcial Ownership Reporting Compliance in the 2011 Proxy Statement

No nominee for director was selected pursuant to any arrangement or understanding between the nominee and

any person other than the Company pursuant to which such person is or was to be selected as director or nominee

See also the information about executive officers of the Company under Item 4A of Part

We have adopted code of ethics that applies to our executive officers including the principal executive

officer principal financial officer and principal accounting officer copy of our code of ethics is posted on our

Internet site at http//www.rockwellautomation.com In the event that we amend or grant any waiver from

provision of the code of ethics that applies to the principal executive officer principal financial officer or principal

accounting officer and that requires disclosure under applicable SEC rules we intend to disclose such amendment

or waiver and the reasons therefore on our Internet site

Item 11 Executive Compensation

The information required by this Item is incorporated by reference to the sections entitled Executive

Compensation Director Compensation and Compensation Committee Report in the 2011 Proxy Statement

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder

Matters

Other than the information below the information required by this Item is incorporated by reference to the

sections entitled Stock Ownership by Certain Beneficial Owners and Ownership of Equity Securities by Directors

and Executive Officers in the 2011 Proxy Statement

The following table provides information as of September 30 2010 about our common stock that may be

issued upon the exercise of options warrants and rights granted to employees consultants or directors under all of

our existing equity compensation plans including our 2008 Long-Term Incentives Plan 2000 Long-Term

Incentives Plan 2003 Directors Stock Plan and 1995 Directors Stock Plan

Number of Securities

Remaining Available for

Number of Securities to Weighted Average Future Issuance Under

be Issued Upon Exercise Price of Equity Compensation
Exercise of Outstanding Plans excluding

Outstanding Options Options Warrants Securities Reflected in

Warrants and Rights and Rights Column
Plan Category

Equity compensation plans approved by

shareowners 11 199936 $44.38 69686212

Equity compensation plans not approved by

shareowners l4000 16.05

Total 11213936 44.34 6968621

Represents outstanding options and shares issuable in payment of outstanding performance shares and restricted stock units under our 2000

Long-Tel-n-i Incentives Plan 2008 Long-Term Incentives Plan 2003 Directors Stock Plan and 1995 Directors Stock Plan

Represents 6652560 and 316061 shares available for future issuance under our 2008 Long-Term Incentives Plan and our 2003 Directors

Stock Plan respectively After September 302010 120878 potential shares to be delivered under performance share awards were cancelled

under the 2000 Plan and are now available for future awards under the 2008 Plan

On July31 2001 each non-employee director received grant of options to purchase 7000 shares of our common stock at an exercise
price

of$l6.05 per share pursuant to Board resolutions The options became exercisable in substantially equal installments on the first second and

third anniversaries of the grant date and expire ten years from the grant date
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Item 13 Certain Relationships and Related Transactions and Director Independence

The information required by this Item is incorporated by reference to the sections entitled Board of Directors

and Committees and Corporate Governance in the 2011 Proxy Statement

Item 14 Principal Accountant Fees and Services

The information required by this Item is incorporated by reference to the section entitled Proposal to Approve

the Selection of Independent Registered Public Accounting Firm in the 2011 Proxy Statement

PART IV

Item 15 Exhibits and Financial Statement Schedule

Financial Statements Financial Statement Schedule and Exhibits

Financial Statements all financial statements listed below are those of the Company and its consolidated

subsidiaries

Page

Consolidated Balance Sheet September 30 2010 and 2009 39

Consolidated Statement of Operations years ended September 30 2010 2009 and 2008 40

Consolidated Statement of Cash Flows years ended September 30 2010 2009 and 2008 41

Consolidated Statement of Shareowners Equity years ended September 30 2010 2009 and 2008 42

Consolidated Statement of Comprehensive Loss Income years ended September 30 2010 2009 and

2008 43

Notes to Consolidated Financial Statements 44

Report of Independent Registered Public Accounting Firm 80

Financial Statement Schedule for the years ended September 30 2010 2009 and 2008

Page

Schedule II Valuation and Qualifying Accounts S-l

Schedules not filed herewith are omitted because of the absence of conditions under which they are

required or because the information called for is shown in the consolidated financial statements or notes

thereto

Exhibits

3-a-i Restated Certificate of Incorporation of the Company filed as Exhibit to the Companys Quarterly

Report on Form 10-Q for the quarter ended March 31 2002 is hereby incorporated by reference

3-b-l By-Laws of the Company as amended and restated effective September 2008 filed as Exhibit 3.2 to

the Companys Current Report on Form 8-K dated September 2008 are hereby incorporated by

reference

4-a-i Indenture dated as of December 1996 between the Company and The Bank of New York

Trust Company N.A formerly JPMorgan Chase successor to The Chase Manhattan Bank

successor to Mellon Bank N.A as Trustee filed as Exhibit 4-a to Registration Statement

No 333-4307 is hereby incorporated by reference

4-a-2 Form of certificate for the Companys 6.70% Debentures due January 15 2028 filed as Exhibit 4-b to

the Companys Current Report on Form 8-K dated January 26 1998 is hereby incorporated by

reference

4-a-3 Form of certificate for the Companys 5.20% Debentures due January 15 2098 filed as Exhibit 4-c to

the Companys Current Report on Form 8-K dated January 26 1998 is hereby incorporated by

reference

4-a-4 Form of certificate for the Companys 5.65% Notes due December 31 2017 filed as Exhibit 4.i to the

Companys Current Report on Form 8-K dated December 2007 is hereby incorporated by reference
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4-a-S Form of certificate for the Companys 6.25% Debentures due December 31 2037 filed as Exhibit 4.2

to the Companys Current Report on Form 8-K dated December 2007 is hereby incorporated by

reference

10-a-i Copy of the Companys Directors Stock Plan as amended February 2000 filed as Exhibit 10.1 to the

Companys Quarterly Report on Form 10-Q for the quarter ended March 31 2000 is hereby

incorporated by reference

0-a-2 Form of Stock Option Agreement for options granted on July 31 2001 and February 62002 for service

on the Board between the Company and each of the Companys Non-Employee Directors filed as

Exhibit 0-c-7 to the Companys Annual Report on Form 10-K for the year ended September 30 2001
is hereby incorporated by reference

0-a-3 Copy of resolution of the Board of Directors of the Company adopted on December 2002 amending

the Companys Directors Stock Plan fiied as Exhibit 10.4 to the Companys Quarterly Report on

Form 10-Q for the quarter ended March 31 2003 is hereby incorporated by reference

10-a-4 Copy of the Companys 2003 Directors Stock Plan filed as Exhibit 4-d to the Companys Registration

Statement on Form S-8 No 333-101780 is hereby incorporated by reference

10-a-5 Form of Stock Option Agreement under Sections 7ai and 7aii of the 2003 Directors Stock Plan

flied as Exhibit 10.3 to the Companys Quarterly Report on Form 10-Q for the quarter ended March 31

2003 is hereby incorporated by reference

10-a-6 Memorandum of Amendments to the Companys 2003 Directors Stock Plan approved and adopted by

the Board of Directors of the Company on April 25 2003 filed as Exhibit 10.1 to the Companys

Quarterly Report on Form 10-Q for the quarter ended June 30 2003 is hereby incorporated by

reference

10-a-7 Summary of Non-Employee Director Compensation and Benefits as of October 2010 filed as

Exhibit 10.2 to the Companys Quarterly Report on Form 10-Q for the quarter ended June 30 2010 is

hereby incorporated by reference

10-a-8 Memorandum of Amendments to the Companys 2003 Directors Stock Plan approved and adopted by

the Board of Directors of the Company on November 2007 filed as Exhibit 10.3 to the Companys

Quarterly Report on Form l0-Q for the quarter ended December 31 2007 is hereby incorporated by

reference

1O..a..9 Memorandum of Amendments to the Companys 2003 Directors Stock Plan approved and adopted by

the Board of Directors of the Company on September 2008 filed as Exhibit 10-b- 16 to the

Companys Annual Report on Form 10-K for the year ended September 30 2008 is hereby

incorporated by reference

10a10 Form of Restricted Stock Unit Agreement under Section of the Companys 2003 Directors Stock

Plan as amended filed as Exhibit 10.3 to the Companys Quarterly Report on Form 10-Q for the

quarter ended March 31 2008 is hereby incorporated by reference

10b1 Copy of resolution of the Board of Directors of the Company adopted November 1996 adjusting

outstanding awards under the Companys 1988 Long-Term Incentives Plan ii 1995 Long-Term

Incentives Plan and iii Directors Stock Plan filed as Exhibit 4-g-2 to Registration Statement

No 333-17055 is hereby incorporated by reference

10-b-2 Copy of resolution of the Board of Directors of the Company adopted September 1997 adjusting

outstanding awards under the Companys 1988 Long-Term Incentives Plan ii 1995 Long-Term

Incentives Plan and iiiDirectors Stock Plan filed as Exhibit 10-e-3 to the Companys Annual Report

on Form 10-K for the year ended September 30 1997 is hereby incorporated by reference

l0-b-3 Memorandum of Adjustments to Outstanding Options Under Rockwell International Corporations

1988 Long-Term Incentives Plan 1995 Long-Term Incentives Plan and Directors Stock Plan approved

and adopted by the Board of Directors of the Company in connection with the spinoff of Conexant

filed as Exhibit lO-d-3 to the Companys Annual Report on Form 10-K for the year ended

September 30 1999 is hereby incorporated by reference

Management contract or compensatory plan or arrangement
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10-c-i Copy of the Companys 2000 Long-Term Incentives Plan as amended through February 2004 filed

as Exhibit 0-e- to the Companys Annual Report on Form 10-K for the year ended September 30

2004 is hereby incorporated by reference

10-c-2 Memorandum of Proposed Amendments to the Rockwell International Corporation 2000 Long-Term

Incentives Plan approved and adopted by the Board of Directors of the Company on June 2001 in

connection with the spinoff of Rockwell Collins filed as Exhibit l0-e-4 to the Companys Annual

Report on Form 10-K for the year ended September 30 2001 is hereby incorporated by reference

10-c-3 Forms of Stock Option Agreements under the Companys 2000 Long-Term Incentives Plan filed as

Exhibit lO-e-6 to the Companys Annual Report on Form 10-K for the year ended September 30 2002
are hereby incorporated by reference

0-c-4 Memorandum of Adjustments to Outstanding Options under Rockwell International Corporations

1988 Long-Term Incentives Plan 1995 Long-Term Incentives Plan 2000 Long-Term Incentives Plan

and Directors Stock Plan approved and adopted by the Board of Directors of the Company on June

2001 in connection with the spinoff of Rockwell Collins filed as Exhibit 0-e-6 to the Companys
Annual Report on Form 10-K for the year ended September 30 2001 is hereby incorporated by

reference

10-c-S Copy of resolutions of the Compensation and Management Development Committee of the Board of

Directors of the Company adopted December 2001 amending certain outstanding awards under the

Companys 1995 Long-Term Incentives Plan and 2000 Long-Term Incentives Plan filed as

Exhibit 10.1 to the Companys Quarterly Report on Form l0-Q for the quarter ended

December 31 2001 is hereby incorporated by reference

0-c-6 Memorandum of Amendments to Outstanding Restricted Stock Agreements under the Companys
1995 Long-Term Incentives Plan and 2000 Long-Term Incentives Plan approved and adopted by the

Compensation and Management Development Committee of the Board of Directors of the Company
on November 2001 filed as Exhibit 10.2 to the Companys Quarterly Report on Form i0-Q for the

quarter ended December 31 2001 is hereby incorporated by reference

10-c-7 Form of Restricted Stock Agreement under the Companys 2000 Long-Term Incentives Plan filed as

Exhibit 10.3 to the Companys Quarterly Report on Form 10-Q for the quarter ended December 31

2001 is hereby incorporated by reference

10-c-8 Memorandum of Amendments to the Companys 2000 Long-Term Incentives Plan as amended filed

as Exhibit 10.2 to the Companys Current Report on Form 8-K dated April 2005 is hereby

incorporated by reference

i0-c-9 Memorandum of Amendments to the Companys 2000 Long-Term Incentives Plan as amended filed

as Exhibit 99.1 to the Companys Current Report on Form 8-K dated November 2005 is hereby

incorporated by reference

10-c-i Form of Performance Share Agreement under the Companys 2000 Long-Term Incentives Plan as

amended filed as Exhibit 10.1 to the Companys Current Report on Form 8-K dated November

2005 is hereby incorporated by reference

10-c-il Form of Restricted Stock Agreement under the Companys 2000 Long-Term Incentives Plan as

amended filed as Exhibit 10.2 to the Companys Current Report on Form 8-K dated November

2005 is hereby incorporated by reference

10-c- 12 Memorandum of Proposed Amendment and Restatement of the Companys 2000 Long-Term

Incentives Plan as amended approved and adopted by the Board of Directors of the Company on

November 2007 filed as Exhibit 10.4 to the Companys Quarterly Report on Form l0-Q for the

quarter ended December 31 2007 is hereby incorporated by reference

10-c- 13 Forms of Stock Option Agreement under the Companys 2000 Long-Term Incentives Plan as

amended for options granted to executive officers of the Company after December 2007 filed

as Exhibit 10.5 to the Companys Quarterly Report on Form l0-Q for the quarter ended December 31

2007 is hereby incorporated by reference

Management contract or compensatory plan or arrangement
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10-c-i Form of Restricted Stock Agreement under the Companys 2000 Long-Term Incentives Plan as

amended for shares of restricted stock awarded after December 2007 filed as Exhibit 10.6 to the

Companys Quarterly Report on Form 10-Q for the quarter ended December 31 2007 is hereby

incorporated by reference

10-c-i Form of Performance Share Agreement under the Companys 2000 Long-Term Incentives Plan as

amended for performance shares awarded after December 2007 filed as Exhibit 10.7 to the

Companys Quarterly Report on Form 10-Q for the quarter ended December 31 2007 is hereby

incorporated by reference

10-c- 16 Copy of resolutions of the Board of Directors of the Company adopted December 2007 and effective

February 2008 amending the Companys 2000 Long-Term Incentives Plan as amended filed as

Exhibit 10.1 to the Companys Quarterly Report on Form 10-Q for the quarter
ended March 31 2008

is hereby incorporated by reference

0-d- Copy of the Companys 2008 Long-Term Incentives Plan as amended and restated through June

2010 filed as Exhibit 99 to the Companys Current Report on Form 8-K dated June 10 2010 is hereby

incorporated by reference

10-d-2 Form of Stock Option Agreement under the Companys 2008 Long-Term Incentives Plan filed as

Exhibit 10.1 to the Companys Quarterly Report on Form i0-Q for the quarter ended June 30 2008 is

hereby incorporated by reference

iO-d-3 Form of Restricted Stock Agreement under the Companys 2008 Long-Term Incentives Plan filed as

Exhibit 10-e-3 to the Companys Annual Report on Form 10-K for the year
ended September 30 2008

is hereby incorporated by reference

l0-d-4 Forms of Stock Option Agreement under the Companys 2008 Long-Term Incentives Plan for options

granted to executive officers of the Company after December 2008 flied as Exhibit 10.3 to the

Companys Quarterly Report on Form 10-Q for the quarter ended December 31 2008 is hereby

incorporated by reference

10-d-5 Form of Performance Share Agreement under the Companys 2008 Long-Term Incentives Plan for

performance shares awarded after December 2008 filed as Exhibit 10.4 to the Companys Quarterly

Report on Form l0-Q for the quarter ended December 31 2008 is hereby incorporated by reference

lO-d-6 Form of Restricted Stock Agreement under the Companys 2008 Long-Term Incentives Plan for shares

of restricted stock awarded after December 2008 filed as Exhibit 10.5 to the Companys Quarterly

Report on Form 10-Q for the quarter
ended December 31 2008 is hereby incorporated by reference

0-e Copy of resolutions of the Compensation and Management Development Committee of the Board of

Directors of the Company adopted February 2003 regarding the Corporate Office vacation plan

filed as Exhibit 10.5 to the Companys Quarterly Report on Form 0-Q for the quarter ended March 31

2003 is hereby incorporated by reference

10-f-i Copy of the Companys Deferred Compensation Plan as amended and restated September 2006

filed as Exhibit 10-f to the Companys Annual Report on Form 10-K for the year ended September 30

2006 is hereby incorporated by reference

10-f-2 Memorandum of Proposed Amendment and Restatement of the Companys Deferred Compensation

Plan approved and adopted by the Board of Directors of the Company on November 2007 filed as

Exhibit 10.2 to the Companys Quarterly Report on Form l0-Q for the quarter ended December 31

2007 is hereby incorporated by reference

10-g Copy of the Companys Directors Deferred Compensation Plan approved and adopted by the Board of

Directors of the Company on November 2008 filed as Exhibit 10.2 to the Companys Quarterly

Report on Form 10-Q for the quarter ended December 31 2008 is hereby incorporated by reference

i0.h. Copy of the Companys Annual Incentive Compensation Plan for Senior Executive Officers as

amended December 2003 filed as Exhibit 10-i-i to the Companys Annual Report for the year ended

September 30 2004 is hereby incorporated by reference

lo..h2 Copy of the Companys Incentive Compensation Plan filed as Exhibit 10 to the Companys Current

Report on Form 8-K dated September 2005 is hereby incorporated by reference

Management contract or compensatory plan or arrangement

87



10-h-3 Description of the Companys performance measures and goals for the Companys Incentive

Compensation Plan and Annual Incentive Compensation Plan for Senior Executives for fiscal year

2010 contained in the Companys Current Report on Form 8-K dated December 14 2009 is hereby

incorporated by reference

10-i-i Change of Control Agreement dated as of September 27 2010 between the Company and Keith

Nosbusch filed as Exhibit 99.1 to the Companys Current Report on Form 8-K dated September 27
2010 is hereby incorporated by reference

0-i-2 Form of Change of Control Agreement dated as of September 27 2010 between the Company and each

of Theodore Crandall Steven Eisenbrown Douglas Hagerman Robert Ruff and certain

other corporate officers filed as Exhibit 99.2 to the Companys Current Report on Form 8-K dated

September 27 2010 is hereby incorporated by reference

l04..3 Letter Agreement dated September 2009 between the Company and Keith Nosbusch filed as

Exhibit 99.1 to the Companys Current Report on Form 8-K dated September 2009 is hereby

incorporated by reference

0-i-4 Letter Agreement dated September 2009 between Registrant and Theodore Crandall filed as

Exhibit 99.2 to the Companys Current Report on Form 8-K dated September 2009 is hereby

incorporated by reference

l0-j-1 Agreement and Plan of Distribution dated as of December 1996 among Rockwell International

Corporation renamed Boeing North American Inc the Company formerly named New Rockwell

International Corporation Allen-Bradley Company Inc Rockwell Collins Inc Rockwell

Semiconductor Systems Inc Rockwell Light Vehicle Systems Inc and Rockwell Heavy Vehicle

Systems Inc filed as Exhibit 10-b to the Companys Quarterly Report on Form 10-Q for the quarter
ended December 31 1996 is hereby incorporated by reference

10-j-2 Post-Closing Covenants Agreement dated as of December 1996 among Rockwell International

Corporation renamed Boeing North American Inc The Boeing Company Boeing NA Inc and the

Company formerly named New Rockwell International Corporation filed as Exhibit 10-c to the

Companys Quarterly Report on Form 0-Q for the quarter ended December 31 1996 is hereby

incorporated by reference

l0-j-3 Tax Allocation Agreement dated as of December 1996 among Rockwell International Corporation

renamed Boeing North American Inc the Company formerly named New Rockwell International

Corporation and The Boeing Company filed as Exhibit 10-d to the Companys Quarterly Report on

Form 10-Q for the quarter ended December 31 1996 is hereby incorporated by reference

10-k-l Distribution Agreement dated as of September 30 1997 by and between the Company and Mentor

Automotive Inc filed as Exhibit 2.1 to the Companys Current Report on Form 8-K dated October 10

1997 is hereby incorporated by reference

0-k-2 Employee Matters Agreement dated as of September 30 1997 by and between the Company and

Mentor Automotive Inc filed as Exhibit 2.2 to the Companys Current Report on Form 8-K dated

October 10 1997 is hereby incorporated by reference

0-k-3 Tax Allocation Agreement dated as of September 30 1997 by and between the Company and Mentor

Automotive Inc filed as Exhibit 2.3 to the Companys Current Report on Form 8-K dated October 10

1997 is hereby incorporated by reference

10-1-1 Distribution Agreement dated as of December 31 1998 by and between the Company and Conexant

Systems Inc filed as Exhibit 2.1 to the Companys Current Report on Form 8-K dated January 12

1999 is hereby incorporated by reference

10-1-2 Amended and Restated Employee Matters Agreement dated as of December 31 1998 by and between

the Company and Conexant Systems Inc filed as Exhibit 2.2 to the Companys Current Report on

Form 8-K dated January 12 1999 is hereby incorporated by reference

10-1-3 Tax Allocation Agreement dated as of December 31 1998 by and between the Company and Conexant

Systems Inc filed as Exhibit 2.3 to the Companys Current Report on Form 8-K dated January 12

1999 is hereby incorporated by reference
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10-rn-i Distribution Agreement dated as of June 292001 by and among the Company Rockwell Collins Inc

and Rockwell Scientific Company LLC filed as Exhibit 2.1 to the Companys Current Report on

Form 8-K dated July 11 2001 is hereby incorporated by reference

0-m-2 Employee Matters Agreement dated as of June 29 2001 by and among the Company Rockwell

Collins Inc and Rockwell Scientific Company LLC filed as Exhibit 2.2 to the Companys Current

Report on Form 8-K dated July 11 2001 is hereby incorporated by reference

I0-m-3 Tax Allocation Agreement dated as of June 29 2001 by and between the Company and Rockwell

Collins Inc filed as Exhibit 2.3 to the Companys Current Report on Form 8-K dated July 11 2001 is

hereby incorporated by reference

10-n-I 364-Day Credit Agreement dated as of March 15 2010 among the Company the Banks listed on the

signature pages thereof JPMorgan Chase Bank N.A as Administrative Agent Bank of America

N.A as Syndication Agent and Citibank N.A The Bank of New York Mellon and Wells Fargo Bank

National Association as Documentation Agents filed as Exhibit 99 to the Companys Current Report

on Form 8-K dated March 18 2010 is hereby incorporated by reference

0-n-2 Three-Year Credit Agreement dated as of March 16 2009 among the Company the Banks listed on the

signature pages thereof JPMorgan Chase Bank N.A as Administrative Agent Bank of America

N.A as Syndication Agent and Citibank N.A The Bank of New York Mellon and Wells Fargo

Bank National Association as Documentation Agents filed as Exhibit 99.2 to the Companys Current

Report on Form 8-K dated March 16 2009 is hereby incorporated by reference

lO-o Purchase and Sale Agreement dated as of August 24 2005 by and between the Company and First

Industrial Acquisitions Inc including the form of Lease Agreement attached as Exhibit thereto

together with the First Amendment to Purchase and Sale Agreement dated as of September 30 2005

and the Second Amendment to Purchase and Sale Agreement dated as of October 31 2005 filed as

Exhibit 10-p to the Companys Annual Report on Form 10-K for the year ended September 30 2005 is

hereby incorporated by reference

10-p-I Purchase Agreement dated as of November 2006 by and among Rockwell Automation Inc

Rockwell Automaton of Ohio Inc Rockwell Automation Canada Control Systems Grupo Industrias

Reliance S.A de C.V Rockwell Automation GmbH formerly known as Rockwell International

GmbH and Baldor Electric Company contained in the Companys Current Report on Form 8-K dated

November 2006 is hereby incorporated by reference

lO-p-2 First Amendment to Purchase Agreement dated as of January 24 2007 by and among Rockwell

Automation Inc Rockwell Automation of Ohio Inc Rockwell Automation Canada Control

Systems Grupo Industrias Reliance S.A de CV Rockwell Automation GmbH and Baldor

Electric Company filed as Exhibit 10.2 to the Companys Quarterly Report on Form l0-Q for the

quarter ended March 31 2007 is hereby incorporated by reference

12 Computation of Ratio of Earnings to Fixed Charges for the Five Years Ended September 30 2010

21 List of Subsidiaries of the Company

23 Consent of Independent Registered Public Accounting Firm

24 Powers of Attorney authorizing certain persons to sign this Annual Report on Form 10-K on behalf of

certain directors and officers of the Company

31.1 Certification of Periodic Report by the Chief Executive Officer pursuant to Rule l3a-14a of the

Securities Exchange Act of 1934

31.2 Certification of Periodic Report by the Chief Financial Officer pursuant to Rule 13a-14a of the

Securities Exchange Act of 1934

32.1 Certification of Periodic Report by the Chief Executive Officer pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002

32.2 Certification of Periodic Report by the Chief Financial Officer pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the

registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized

ROCKWELL AUTOMATION INC

By Is THEODORE CRANDALL

Theodore Crandall

Senior Vice President and

Chief Financial Officer

Dated November 18 2010

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below

on the 18th day of November 2010 by the following persons on behalf of the registrant and in the capacities

indicated

By Is THEODORE CRANDALL

Theodore Crandall

Senior Vice President and

Chief Financial Officer

Principal Financial Officer

By Is DAvID D0RGAN

David Dorgan

Vice President and Controller

Principal Accounting Officer

KEITH NosBuscH

Chairman of the Board
President and

Chief Executive Officer

Principal Executive Officer

and Director

BETTY Ai.EwINE

Director

VERNE IsTocK

Director

BARRY J0HNs0N

Director

WILLIAM McCORMIcK JR
Director

DONALD PARFET

Director

BRUCE R0CKwELL

Director

DAVID SPEER

Director

JOSEPH TOOT JR
Director

By Is DOuGLAs HAGERMAN

Douglas Hagerman Attorneyinfact

By authority of powers of attorney filed herewith
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SCHEDULE II

ROCKWELL AUTOMATION INC

VALUATION AND QUALIFYING ACCOUNTS

For the Years Ended September 30 2010 2009 and 2008

Additions

Balance at Charged to Charged to Balance at

Beginning of Costs and Other End of

Year Expenses Accounts Deductions Year

in millions

Description

ye ended September 30 2010

Allowance for doubtful accounts $24.6 0.7 4.6 $20.7

Allowance for excess and obsolete

inventory 53.2 20.4 27.3 46.3

Valuation allowance for deferred tax

assets 43.8 2.3 19.4 26.7

ye ended September 30 2009

Allowance for doubtful accounts $20.2 $10.1 5.7 $24.6

Allowance for excess and obsolete

inventory
39.7 27.6 14.1 53.2

Valuation allowance for deferred tax

assets 45.1 4.2 5.5 43.8

yeas ended September 30 2008

Allowance for doubtful accounts $15.2 7.0 2.0 $20.2

Allowance for excess and obsolete

inventory 36.3 15.4 12.0 39.7

Valuation allowance for deferred tax

assets 42.6 2.3 4.4 4.2 45.1

Includes allowances for current and other long-term receivables

Consists of amounts written off for the allowance for doubtful accounts and excess and obsolete inventory and adjustments resulting from

our ability to utilize foreign tax credits capital losses or net operating loss canyforwards for which valuation allowance had previously

been recorded

Amounts reported relate to continuing operations in all periods presented

S-i
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Exhibit 31.1

CERTIFICATION

Keith Nosbusch certify that

have reviewed this annual report on Form 10-K of Rockwell Automation Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state

material fact necessary to make the statements made in light of the circumstances under which such

statements were made not misleading with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report

fairly present in all material respects the financial condition results of operations and cash flows of the

registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rules 3a- 15e and 5d- 15e and internal control over

financial reporting as defined in Exchange Act Rules l3a-15f and 15d-15t for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to

be designed under our supervision to ensure that material information relating to the registrant including its

consolidated subsidiaries is made known to us by others within those entities particularly during the period

in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial

reporting to be designed under our supervision to provide reasonable assurance regarding the reliability of

financial reporting and the preparation of financial statements for external
purposes

in accordance with

generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this

report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of the

period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of

an annual report that has materially affected or is reasonably likely to materially affect the registrants

internal control over financial reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal

control over financial reporting to the registrants auditors and the audit committee of the registrants board of

directors or persons performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record process

summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant

role in the registrants internal control over financial reporting

Date November 18 2010

Is/ KEITH NosBuscH

Keith Nosbusch

Chairman President and

Chief Executive Officer



Exhibit 31.2

CERTIFICATION

Theodore Crandall certify that

have reviewed this annual report on Form 10-K of Rockwell Automation Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state

material fact necessary to make the statements made in light of the circumstances under which such

statements were made not misleading with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report

fairly present in all material respects the financial condition results of operations and cash flows of the

registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rules 13a-15e and 15d-15e and internal control over

financial reporting as defined in Exchange Act Rules 13a-15f and 15d-15f for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to

be designed under our supervision to ensure that material information relating to the registrant including its

consolidated subsidiaries is made known to us by others within those entities particularly during the period

in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial

reporting to be designed under our supervision to provide reasonable assurance regarding the reliability of

financial reporting and the preparation of financial statements for external purposes in accordance with

generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this

report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of the

period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of

an annual report that has materially affected or is reasonably likely to materially affect the registrants

internal control over financial reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal

control over financial reporting to the registrants auditors and the audit committee of the registrants board of

directors or persons performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record process

summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant

role in the registrants internal control over financial reporting

Date November 18 2010

Is THEoDORE CRANDALL

Theodore Crandall

Senior Vice President and

Chief Financial Officer



Exhibit 32.1

CERTIFICATION OF PERIODIC REPORT

Keith Nosbusch Chairman President and Chief Executive Officer of Rockwell Automation Inc the

Company hereby certify pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 18 U.S.C Section 1350

that

the Annual Report on Form 10-K of the Company for the year ended September 30 2010 the Report

fully complies with the requirements of Section 13a of the Securities Exchange Act of 1934 and

the information contained in the Report fairly presents in all material respects the financial condition and

results of operations of the Company

Date November 18 2010

Is KEITH NosBuscH

Keith Nosbusch

Chairman President and

Chief Executive Officer



Exhibit 32.2

CERTIFICATION OF PERIODIC REPORT

Theodore Crandall Senior Vice President and Chief Financial Officer of Rockwell Automation Inc the

Company hereby certify pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 18 U.S.C Section 1350 that

the Annual Report on Form 10-K of the Company for the year ended September 30 2010 the Report
fully complies with the requirements of Section 13a of the Securities Exchange Act of 1934 and

the information contained in the Report fairly presents in all material respects the financial condition and

results of operations of the Company

Date November 18 2010

Is THEODORE CRANDALL

Theodore Crandall

Senior Vice President and

Chief Financial Officer
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Supplemental Information

Return On Invested Capital

Our annual report contains information regarding Return On Invested Capital ROIC which is non-GAAP financial measure We

believe that ROIC is useful to investors as measure of performance and of the effectiveness of the use of capital in our operations

We use ROIC as one measure to monitor and evaluate performance Our measure of ROIC may be different from that used by other

companies We define ROIC as the percentage resulting from the following calculation

Income from continuing operations before special items interest expense income tax provision and purchase accounting

depreciation and amortization divided by

average invested capital for the year calculated as five quarter rolling average using the sum of short-term debt long-term

debt shareowners equity and accumulated amortization of goodwill and other intangible assets minus cash and cash

equivalents multiplied by

one minus the effective tax rate for the period

ROIC is calculated as follows

in millions except percentages

Return

Income from continuing operations

Interest expense

Income tax provision

Purchase accounting depreciation and amortization

Special items

Return

Average Invested Capital

Short-term debt

Long-term debt

Shareowners equity

Accumulated amortization of goodwill and intangibles

Cash and cash equivalents

Average invested capital

Effective Tax Rate

Income tax provision

Income from continuing operations before income taxes

Effective tax rate

1b 1-c Return On Invested Capital

Twelve Months Ended

September 30

2010 2009

$440.4 $217.9

60.5 60.9

103.8 56.0

18.9 18.6

4.01

623.6 349.4

70.1

904.8 904.6

1387.9 1563.5

679.4 648.3

763.3 576.0

2208.8 2610.5

103.8 56.0

$544.2 $273.9

19.1% 20.4%

22.8% 10.7%

This page does not constitute part of our Annual Report on Form 10-K for the fiscal
year ended September 302010



Comparison of Five-Year Cumulative Total Return

Rockwell Automation

SP 500 Index and SP Electrical Components Equipment

The following line graph compares the cumulative total shareowner return on ourCommon Stock against the

cumulative total return of the SP Composite-500 Stock Index and the SP Electrical Components Equipment

Index for the period of five fiscal years from October 2005 to September 302010 assuming in each case fixed

investment of $100 at the respective closing prices on September 302005 and reinvestment of all dividends

1ov

2006 2007 2008 2009 20102005

Fiscal Year Ended September 30

Rockwell Automation

SP 500 Index

SP Electrical Components Equipment

The cumulative total returns on Rockwell Automation Common Stock and each index as of each September 302005-2010

plotted in the above graph are as follows

2005 2006 2007 2008 2009 2010

Rockwell Automation $100.00

SP 500 Index 100.00

SP Electrical Components Equipment 100.00

Cash dividends per common share 0.78

Includes the reinvestment of all dividends in our Common Stock

$111.42

110.79

115.77

0.90

$135.65

129.00

149.92

1.16

$74.41

100.65

111.79

1.16

$88.33

93.70

119.73

1.16

$130.95

103.22

159.09

1.22

This page does not constitute part of our Annual Report on Form 10-K for the fiscal
year

ended September 30 2010




